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DAIRY INDUSTRY 


TUESDAY, MARCH 17, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
SrectaL Datry SupcoMMITTER, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to call, in room 1310, House 
Office Building, Ilon. August HH. Ancdrese) 9 hairman of the subcom- 
mittee, presidi 

Present: Represen tatives Andresen, Simpson, Dague, Lovre, Wil- 
liams, Grant, Abernethy, Abbitt, Polk, and Jones. 

Mr. ANpREs! N. T he committee will come to order. 

I want to make a short statement before we hear witnesses. 

This Special Committee To Investigate the Dairy Situation in the 
United States was appointed by Chairman Hope of the House Com- 
mittee on Agriculture with specific instructions to make a thorough 
survey into all phases of the dairy industry. 

The committee proposes to conduct an exhaustive investigation into 


the many problems confronting the dairy industry. re is the 
largest segment of our agricultural economy. More than 3 million 


farm families @ain a major portion if their livel hood from the pro- 
luction of milk. In addition, there are millions of men and women 
vho are engaged in processing and distributing dairy products for 


COnNSUMerS, Da ry products make up more thar l6 per ent of thi cliet 
of the American consumer. 
The committee will conduct extensive hearings. It will investigate 


production, processing, and distribution of dairy products. It will 
investigate (1) the need for Import controls: (“~) the pre chu tion and 
use of synthetic products in lieu of dairy products; (3) costs of pro- 
duction and distribution: (4) searcity of competent farm labor due 
to the draft and attractive wages and short hours offered by business 
and industry ; (>) Federal, State, and local sanitary requirements 3 
(6) the Government pr ice sup port program. 

It will also examine into all other phases of the dairy situation 
with the aim to make specific Persea re son ote for legislative and 
other action at the conclusion of the committee’s investigation. The 
committee seeks facts. It invites the cooperation of the dairy farmer, 
the dairy industry, Federal and State Governments, and the public 

The hearing beginning tod: iv, March 17, will deal largely with the 
“need for import controls of all types of imported dairy products. 
The committee desires to secure facts and opinions from representa- 
tives of the dairy industry, Government officials as well as other inter- 
ested parties on the impact that unlimited imports of dairy products 
have had, or will have, on domestic production of dairy produc ts and 
cost to the Government under the present price-support program. 


1 
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The committee invited Secretary Benson to be the first witness. 
Unfortunately he is out of the city at the present time but he has 
promised to returt ee at a later date to state his views 
and in lieu of Mr. Benson we have Mr. John H. Davis, the president 
of the Commodity Credit Corporation, who will speak for the De- 
part ent at the present tl 


Mr. Davis. 


STATEMENT OF JOHN 4. DAVIS, DIRECTOR OF COMMODITY MAR- 
<ETING AND ADJUSTMENT, DEPARTMENT OF AGRICULTURE, 
PRESIDENT OF THE COMMODITY CREDIT CORPORATION; ACCOM- 
PANIED BY PRESTON RICHARDS, FORMER ADMINISTRATOR OF 
THE DAIRY DIVISION, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mi DA Is. Mr. Chairman, rie mbers of the committee, my name is 


John Hl. Davis. I am Director of the Commodity Marketing and 
Adjustment Unit of the Department of Agriculture and president of 
Commodity Credit Corporation. Secretary Benson has asked me to 


convey to you his regrets that he will not be able to meet with you 
th morning at the opening of these hearings since he is out of the 


city. Ishall make a very general statement and then ask Mr. Preston 
Richards, Assi stant Ac lminis trator of PMA for ( ‘ommodtt \ Opera- 
tions, 2 geen nt cae current fain situation as we see it. 

Bi efly, may | ce mple ment the House Avricultu » Committee for 


dertak nga study of the current d: ry situation at : this time. The 
dairy industry is one of the most important phas ses of American agri- 
culture and milk constitutes one of the most important items of food ; 
therefore, our entire population should be and must be interested in a 
sound dairy industry. 

The present dairy picture is a rather complicated one and in many 
respects a rather unsatisfa tory one. Total milk production is down 
some 4 b lio pounds from the peak of L120 billion pounds per year. 
There has been a marked shift from the consumption of butter to the 
use of butter substitutes. 

When the new administration assumed oflice on January 20, the 
Commodity Credit ¢ orporatl on was purchasing large quantities of 
butter, cheese, and dried-milk powder. These purchases are con- 
tinuing at a rather high rate and we anticipate that by March 31 of 
this year, Wh h is the expirat on date of the program we inherited, we 
will own 120 million pounds of butter, 60 million pounds of cheese, and 
175 million pounds of dried milk. 

Another factor which adds to the problem of the dairy farmer is 
competition from abroad. Dairy production in other important dairy 
countries of the world oi recovered to the point that they have sur- 
pluses for export. The price relationship between the United States 
and world prices is aie as to provide an incentive 7 importation 
of these products. The Jaw under both section 104 of the Defense 
Production Act and section 22 of the Agricultural Adustment. Act 
places upon the President and the Secretary of Agriculture definite 
responsibilities with respect to protecting our farm programs from im- 
portations which would undermine them. The new administration 
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shal] attempt to carry out the intent and spirit of Congress with re 
spect to this legislation. 

The new administration has already given much study to the prob- 
lems confronting the dairy farmers and the dairy industry. On Feb- 
ruary 6, Secretary Benson extended an invitation to 14 recognized 
leaders in the dairy field to confer with officials of the Department 
of Agriculture with respect to the 1953-54 dairy support program. 
‘This group met with us on February 17 and avgaih on February 19 
and made a number of suggestions. Among other things, this group 
asked that the dairy industry be given a period of 1 year in which 
to work out a solution to its own problems. a hey gave us a pledge 
that they would develop with our assistance a program to cover pl ice 

ipports and minimize losses to the Government. 

\fter considering all factors, Secretary Benson announced con 
tinuation of dairy supports at 90 percent of parity for another year, 
He immediately started to organize a work conference of dairy 
ndustry representatives, inch ding farmers and leaders of their organ- 
IZations, processors, distributors, and retailers. This group of about 
of persons Is scheduled to meet with us on April P and 3. 

The plan for the conference is to have them meet as a single group 
lt] en finally to come back 
together for the purpose of completing thei recommendatio1 to us, 


d then to divide up into subsections and 


| 
We shall ask them to amMone other things formulate programs to (@) 
move the acquired CCC stocks of dairy products into consumption in 
order to prevent a burdensome carryover at the end of the 1953-54 
program, and (6) to develop a better dairy support program 
for 1954—55. 

I have tried to present to you a very general description of the 
qairy picture and some of the things that this administration has done 
and has in mind doine. I would like now to ask Mr. Richards to 
present tO you a more detailed statement with respect to the dairy 
problems. 

Mr. Anpresen. Are there any questions ¢ 

| would | ke to ask you one or two questions, Fir Se | Waht to quote 
from a statement made by the Secretary, Mr. Ezra Benson. It uppears 
n the March 6 U. S. News & World Report, on the subiect. of mport 
quotas on dairy products, and this is Mr. Benson’s answer: 


Question. What about import quotas on dairy products? 


Answer. That again ties in to our foreign policy It seems rather unreason- 
able to be paying heavy subsidies to our own producers and yet permit imports 
ol competing |] roduct from other countries At the same time whe \ lnave a 
high-support program and have an artificial price, vou might sa} aturally 
attracts commodities from other countries like a magnet So if we have a 
high price here, pegged by supports and artificial price, yon might say, it will 
tend to attract commodities from other countries. The next thing that is posed 


of course is import quotas and tariffs. 


That is in line with what you have already stated. You are familiar 
with that quotation attributed to Mr. Benson ¢ 

Mr. Davis. I am familiar with the quotation. I am sure that the 
Secretary will try to carry out the legislation that Congress puts on 
the books with respect to iMportations, 

Mr. Anpresen. We all recognize that the dairy industry in the 
United States is in a bad way, and that something must be done to 
perfect sound legislation that will keep the dairy industry profitable 
as the Nation’s biggest enterprise. 


o 
_ 
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Our committee is very glad to cooperate im working out such a 
program, L might say. “The purpose of these hearings, Mr. Davis, 
to make a conti bution to writing a sound and constructive program 
for American dairy farmers, which I feel will reflect to the advantage 
consumers n this country. 

Mr. Davis. May I add th s on the subject of imports and exports: 
It seems to us th it we may be facing a period when this problem 
| be more pressing and more acute than it has been any time in 
the last 20 vears or so. Should world prices sag below our support 
prices, then it will present a real problem. In view of the fact that 
g issues and problems be- 


Ss, 1t appears TO he. will be one ot the bi 
re inthe process of trving to formulate a rather general 


+ \\ 
the-board policy with respect to agriculture on this subject. 

We have a co Vy \ittee at work on it and it is a committee of top 
office a] in the Department. ‘I ney have had some meetings on it al- 
ready We feel. in other words. that we cannot afford to just take 
acl ttle issue as it comes along and act on the basis of this set of 
facts this time and another set of facts another time. We think 
at ‘ eed to have a rather general policy in this area. 

We are going to try to work one out. We dont have it worked 
out vel 

Mr. Anprersen. I recognize that you have not formulated any pro- 
ol 1 60 davs’ time. or less than that. that the Eisenhower adminis- 
tration has been in control. Some of us here have been working 
on the dairv problem and the farm problem lor over 25 years. It 
is not al is problem to solve | think for the benefit of the coun- 
trv if we can work out a sound program to encourage production of 
da ry procdiuet abundance, we will be perform ng a distinet sery 
ce for the American people. 

Q)T course, | come trom a dairy sect on. It u ed to be the big- 
vest dairy section. We are sort of going out of the dairy busi- 

wi e] [ think is extremely unfortunate, because our dairy pro- 

auctio1 most of the country comes from the family sized farm 
where a man is dependent on his family labor to produce his com- 
modities, his feed for his livestock, and milk is his cash crop. 

If we want to do anvtl ne to save the family zed farm in this 
ountrv. here s one wood place to beg@in because there are, it is stated, 
etween 4 and 5 million family farms engaged in dairy production. 


\s you also know the dairy farmer has contributed, without any 
part cular pay from the (rovernment, his part in soil conservation 
practices over a long period of years. I think we have a real im- 
portant subject to consider, both in the Department and here in Con- 
oress, to see what we can do to perpetuate the successful operation 
of the da ry rarmel and his part nour economy, 

You stated that Mr. Ri hards WW il] olve us details. 

Mr. Simpson ¢ 

Mr. Simpson. Mr. Davis, I do not know that I have a question, but 
I have a statement. When a cow has to be milked twice a day and 
7 days a week and a farmer is past 65 years of age and has his son 
drafted, taken to war, with nobody to help on the farm, and he can 
not obtain farm labor, that is one of main things in Illinois that is 
hurting the dairying. 

I do not know how you are going to solve the question of milking 
the cow once a day instead of twice, and 5 days instead of 7. If a 
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farmer can put in a grain crop, corn, for instance, in Hlinois, and 


put it m the spring and get it out In October, and then he 1s 
through until he plows the following spring until he breaks the 
eround, he is just sitting by the fire, listening to the radio and look 
ing at television during the winter months while the dairy farmer i 


looking after the milking machines 7 days a week, twice a day. Phere 
is an economic reason as well as a hardship reason on some ot the 
dairy problems. That is all that I have. 

Mr. JongEs. Mr. Chairman / 

Mr. ANpRESEN. Mr. Jones. 

Mr. Jones. What does the Secretary propose to do with this su 
lus butter we are buying up now 4 

Mr. Davis. As | nadicated in my statement that is one of he th Os 
that we want to trv to work out with this gro p of SO people that 


are Comme Ih. ‘| hi GVOUP 1 cludes the people who promote the LUS¢ 
of milk and the merchandising as well as the producers and processors 
We are going to ask them to work with us to develop some kind of 
a progralit so that at the end of the vear we ll not have excessive 


stocks 

Whateve) stocks we have to take over we want to have them work 
with us to devise some method by which we can rel them into con 
sumption I cannot tell you today what they will be. 

Mr. Jones. At the time it was announced that the Government 
would support butter at 90 percent, what was the estimate of the cost 
of this program for a veal 

Mr. Davis. It was at least a hundred million dollars, the estimate 
we made. 

Mr. Jones. That was the total cost over a year / 

Mr. Davis. The losses. 

Mr. Jones. You have already lost that much, haven’t you 

Mr. Davis. No. That would not be the total investment. That 
would be the loss. 

Mr. Jones. You rate the total loss at $100 million ¢ 

Mr. Davis. That is right. That is what is carried in the docket. 

Mr. Jones. Do you think that by announcing a support of 90 per 
cent for butter that you are going to encourage a greater production 
and thereby contribute to a gvreater loss ? 

Mr. Davis. No: Ido not think so. That was one of the things that 
we looked Into very Ci refully. It looked tou that regardless of where. 
between 75 and 90 percent of parity we placed the support, that we 
would eet about the same amount of butter on the flush season. he 
difference between the price ol butter and the price of substitutes 


is more than this difference between 75 percent of parity and 90 per 


/ 


/ 


{ 
i 


cent of parity, I do not think it would make ve ry mu h clifference a 
to the amount of butter that we acquire. 

Mr. JONES. Thank y yu. 

Mr. ANpRESEN. Mr. Polk? 

Mr. Por KK. | wonder if Mr. Dav IS ¢ ould tell us: Ilave you viven any 
thought to the idea of publ cizing or advertising through the Depart 
ment the Importance of butter in the diet # The reason fo! my ques- 


tion along this line. the other day | was handed a little | pol papel 
by one of the cooper rative 1 hk producer's associations im Ohio. “A hich 
is ineluded with each of their milk checks, urging farmers to use 


more butter, to eat more butter, From the Woures t] ut ] rec all, some 
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0 million pounds of butter. it occurs to me that if each 
ould use another pound of butter, in a week’s time, with 
population, we would soon get rid of the surplus. 

e in mind the tremendou publicity that was given by the 
oO manufacturers and the other butter substitute manu- 
rs over radio and television. IT am wondering if the Depart- 
vive hought to using a little mon yto p iblicize the im- 
tel the diet. and if we could not use some of this 
| at vo ive esti ting it will take to buy this butter. 
ot a | pro} ! of that $100 million in publicity. 

1) is. We have ove thoneht to it. It does vet some pub 
ough your plentiful foods program and through the school 
0 on, In addition to that we think that what you say 1s 
fact that we would like to | the whole dairy industry 

1 ereatel program of promotion. 

of the re ns why we on this group that we are bring 

time have included about e olit or SO people who are in 

lof promotion, advertising and that phase of merchandising. 
sort ofa nt effort be ween \ hat the Department 

the trade « cit for if elf. We ean both work on It. 

e to pu much of the responsibility on the trade as 

\W vill come in d work with them. I think the point 


Pork. I realize that it Ss the duty of the trade to publicize 


I was just thn o that if the Department with its tre- 
facilities for research and so on, would ceive out some definite 
if101 mncerning the food value of butter and the im- 

t Hutter a dl the arguments in favor of butter as com 


Huttel ubstitutes, that you might be in a position to help 
1D VIS. Al oO I th nk oul mda grant colleges cal play an im 


PoL_k. That 1s all. Mr. Chairman 

Lover. Mr. Chairman ? 

Anpresen. Mr. Lovre. 

Lover. Certainly no one condones waste. We are apprecia 


everything that the Secretary and the Department is doing In 


to vet 1 dofthisln ve surplu of butter. 


the Secretary or anyone in the Department given any thought 
ting, let’s say, butter for dollars to Mutual Security recipi- 
Davis. That has been talked about some. The Department of 
oes not make the total policy on that subject. 
Lover. IT understand that. But it has been talked about in the 


tinent. Has the Department taken is up with those who are 
for the conduct of our Mutual Security Program / 
Davis. Yes, it has been talked about some. I do not know 

we are going to come out on matters lke that. It has its eom 


plications, also. We have gotten that suggestion, we got the sug 


it that time for the Army to use more butter, we have been 


for our views with respect to Senator Case’s bill with respect to 
ig the South Korean Army. We have a number of those. They 


nae study. 
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Mr. Simpson. Do you think they want some of their own butter 
back in place of our dollars ? 
Mr. Li 


recipient Countries 


WkE. That would be only one of a number of Mutual Security 


Mr. Davis. You would run into a lot of that in sh pping it into 
Kurope—resistance. 

Mr. Love, You do hot know whether t] s question has bee n bro ioht 
to the attention of the Secre ary of State ¢ 

Mr. Davis. I do not think it has gone that far yet, not to my 
knowledge . 

Mr. Simpson. Mr. Chairman ? 

Mr. ANprEsEN. Mr. Simpson. 

Mr. Simpson. We have 90 to 100 million pounds of butter in 
storage ¢ 

Mr. Davis. Around 100 million 

Mr. Simpson. How long will that keep / 

Mr. Davis. It is in frozen storage. I understand that the Depart- 


ment has kept butter as long as 2 vears satisfactorily under those 
conditio1 Ss. It is better not to keep it that long, probably. 

Mr. Simpson. Would you sa) t is storable for a year, and then 
edible for a year toa yea ‘anda half ¢ ; 

Mr. Davis. Yes, I think that Is an accurate statement, if it 1 put 
in frozen storage and that is where all our butter 


Mr. Simpson. As far as Il am conce! a asa membe r of this e m- 
mittee, | hope that the Congress and this administration does not 
become a party to the butter storage situation such as we got into in 
potatoes. Apparently we are not in that position at the present time 
because butter is storable much longer than potatoes. It is my unde 
tanding they are not storable but for about 90 days. 

It is definite that something must be done in one way or another, 
because it is rather tough on the dairy farmer not to have his product 


} 
} 
i 
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protected when he has to gO Ot and buy corn » feed the cows when 
his feed is $1.62 this year and it was $1.56 last aie 

The New York, [llinois, oO! Minnesota dairy farmer has to pay 
$1.60 for corn in order to get it to feed cows, he has a right to some 
yrotection of his industry under the same circumstances. 

Mr. Davis. That was definitely one of the factors that we took into 
consideration in extending the supports we did. 

Mr. Simpson. I think the Secretary was right in protecting them 
on that basis. I am wondering, nature ally—and I think that is the 
purpose of this committee, to try to find a solution what will happen 
to the surplus butter. 

Mr. Anpresen. I have 1 or 2 questions, Mr. Davis, that I want to 
clear up. It is recognized that we must have a consistent administra 
tion policy when it comes to dealing with a problem of this kind, 
rather than as we had in the past where you have the Department of 
Agriculture putting on quotas, embargoes on dairy products, and 
then you have another department of Government, the State De- 
partment, recommending that we bring in more imports, and a con 
stant threat of breaking down, in the administration of the law, the 
policies initiated by the Department of Avcriculture ? 

Mr. Davis. I think we need as consistent a policy as we can have. 
I think that we need to have that policy generally known. It seems 
to me that we can rely more on private industry if we have the facts 
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e principles under which we operate generally known and spelled 


Also I think that when it come to foreign trade that we actually 


help the foreigi trade situatiol f evervbody who deals in foreion 
ra odities knows what the facts are with respect to American im 
rts and exports. It seems to me that it is rather unfortunate, when 


have a situation where nobody knows what the policy IS GoIng 
r until the season of production is pretty well 


} ; ] 
to be. a you arift alo 


hat there is a lot to be said fon having consistent policy 


ng that policy known. 


Mir. ANDRESEN. When the Marsl 


opinion that we were to hein rehil 


aid plan was enacted it was my 
itnte the countries of Europe and 


other countries, and to help restore the historic trade in those coun- 


| Europe tl e principal cla ry producing countries supplied Eneg- 
land, France and the other countries with their dairy products to a 
re extent Now the pattern seems to have turned, at least prior to 


dy ry HY) of this year, 11 that we want these foreion producers to 
hip ineveryvthing that they ean into the United States under the guise 
OT si ring dollars. , 

To me the Marshall plan in that respect has failed. The Marshall 
plan was originally sold on the idea that we had to take care of hungry 
people. We found that was not working out. I think we have failed 


to restore trade between the historic countries that used to buy these 
dairy products in Europe. , 

Is that your opinion ? 

Mr. Davis. There is a lot of truth in that. The picture over there 


of co rse is a complicated one. The trade between some of those coun- 
tries has been cut off, which complicates it further. I think that 
there is much left to be done in the way of working out a balanced 


trade relation 

Mi ANDRESEN. I do not happen to look at aid as being a permanent 
proposition. It was terminated here a couple of years ago. Now 
omeone has invented the slogan of trade or aid, assuming that aid 

going to be a permanent proposition unless we permit these other 
countries to ship in unlimited dairy products and other commodities 

to the United States 

| hope that whatever policy is established it will certainly convince 
the people who are the rec pients of a vood deal of our money that 
that aid is not a permanent proposition and that we want to restore 
trade between those countries where they used to trade for hundreds 
of vears before the Marshall program went into operation. 

MIr. Davis. One other very complicating factor is the vetting of a 
balance between industrial imports and exports and agricultural im- 


portsand exports. Western Europe of course is a deficit area on food. 
lt ibout mo) pel ‘ent or so deficit. You have the problem of vetting 
your exchange balanced between the movement of indu trial cvoods and 
Lory iltural eoods and we haven't done that. 


Mr. ANpRrsen. Of course, you have not been in long enough to do 
Wi orked on that eve nee 1948 and even before that to re 
habilitate those countrie Th Wav it 1s yong now we are cong 


forward with a policy which if continued will take dairy products 
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away from the children in the countries where you say there is at 
least a 350 percent deficit. , 

Mr. Davis. That is on the overall food picture, there is a 30-percent 
leficit, as LT understand it. 
Mr. ANpbrESEN. The Department of Agriculture has advise 


( me, 
before you came 1 I know it is correct—that 16 percent of the diet 
of the (American people i made up of Clalr'y products. which is realh 
1 very substant al port On ot the diet. | do not want to have the 
record stand here with some misunderstanding. [ understood vou 


] ‘7 


to say that you expected a loss of about S100 million on butter ? 

Mr. Davis. Any fioure that we set at this time is m estimate, of 
course, That was the estimate that we made at the time the docket 
was approved by the Commodity Credit Board. I think the law 
reads that it will probably approximate S100 mall on. It might ex 
ceed that, it might be les 

Mr. Anpresen. | think you are wrong. If it is handled properly. 
Weecan get rid of at least 40 million pou ds of that butter to the Arm) 
to feed ' 
extent. 

Mr. Davis. We are explori o that. There have been some contacts 
on that. 

Mr. ANpRESEN. What seem to be the objection to feeding the boys 
in the Army with butter ¢ 

Mr. Davis. The other produ ts are che pel 

Mr. \NDRESEN. You mean oleo = cheaper ¢ 

Mr. Davis. Yes hey are Using about equal amounts of each. 

Mr. AnpDresen. While they are forced to eat what they feed them, 
it is different with the consumers here. I do not believe there is any- 


or 
] 


the soldiers. I understand that you have ¢ xplored that to some 


body here W ho eats oleomareal me, 

Mr. Arernetiry. We might have a show of hands. 

Mr. Jones. Mr. Chairman, I think a statement has been made that 
1 of these surpluses of butter was caused by the farmer selling h 
butter and buy Ine Y pounds of margarine. 

Mr. Anpresen. This committee hopes to find out about that. It 
may be true in certain parts of the country. I would be very much 


disappointed if that were gen rally the case among the farmers who 


produce milk and other dairy produet 

| hope that you will vo further into thre proposit on of turning 
at least 50 million pounds of butter over to the Army. I note last vean 
that the Army purehased 34 millon pound ot oleomargarine to feed 
the soldiers. | visited camps W here they served oleomargarine, but 


if these men are drafted into the service and are forced to eat what is 

fed to them, it seems to me that w th the large surplus on hand we can 

minimize the loss to the Departme nt if we vive these hoys ome of th : 
; . : 

surplus butter. 


I am mindful what happet ec] the last time we had a surplus of 


butter, when the s pport program was working. The Conn odity 
(Credit purchased 242 million pol | i! l tum d back l4v n llion into 
the tr lt without anv losse ‘a 1 understand it. The v turned over 
19 million pounds to the school-lunch program: they sold the Italian 
Grover! nent 5 million pounds at 514 cents a pound, and after dispo 


ing of that, then they had 37 million pounds | 
awinv to the follow Ine countrie . and | will o1ve it to vou so that you 


‘ft, and they gave 


311 f pt. 1 2 
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rot the butter | ie] Crovernment vot ne riv hi lf ( I 
4 lion pounds: Yugo vin got 11 million pounds ; 
D million pounds: Italy, 14 mil lion pounds: France, 
I ( ‘ { Pr Pot as: and about a halt 

{ ( ‘ } ) 

‘ { ‘ | ] | 

big portio f } Aj) 1 on pounds wars sold back Into 
( inte to the school-lunch program and 


L Torels Coun tor compensat 


a ( ) lO, | sup 
i rot, we pi iy the mo / thi ivh the ECA pl 


fa ie American taxpayers paid for it. But nearly 359 
po ere iy vy it any cost, by the Government. 
| One \ reconsider that propositio of S100 million in loss 
{ doub r it Will be t tn | if the program 1s properly 
i ied and Vo turn over at lea OU MOM po nds of the butter 
{ \ 1\ | it may be 0 fo t Commodity Credit, but it 
ert y would be feeding it te American citizel who are drafted 
»yhoht Tor their country 
Mr. D Is. Certainly wesha l try to minim the loss 
Mir. ANprESEN. Another question has been 1 sed ibout the support 
bl My colleague, Mr. Jones, raised a question about 90 percent. 
) se, y« tre required CO put on 7 percent yport for tobacco, 
otton, peanuts, cotton, and wheat. That is a mandatory provision of 
e law. <As I see it, itis Just a Vital to Ipport dairy products at 
) percent, whi you did, to give dairvine a break in the support 
rogvrTral 


Are there any other questions / 
Mr. Anerneriry. Yes. Mr. Davis, I am one who is glad that you 
took the stand that you did with regard to butter. I realize that it 
not be too smooth sailing for the time being. I realize, and you 
e Departi ent realize, that we are all confronted with a serious 
problem in supporting perishables at a high level with no controls. 
I want to go back to the Army purchase program. You have esti- 
ited that the Government would lose $100 million in this purchase 
program. Lhe \rmy has 
ome other form of table 


rot to buy some butter and argarine or 

1 té ‘Then why is it that they 

cannot use this butter which the Department is going to purchase? 
Why in they not do it? 

Mr. DAvIs. The Army, of course, buys a vood nian of their items 

from the private trade, and that has its desirable features. The big 


S} ead. hasn’t 


problem, [ think, is to ret the ove ral] consumption. The question as 
to where it comes from is probably a secondary one. In other words, 
f more of it is taken out of the trade for the Army, there will be 
less coming to us. : 

Mr. Anernetuy. Is it possible that they could use more per capita 
in the Army ¢ 

Mr. Davis. Oh, ves. I believe some of the armed services have used 
almost e1 tirely butter. The Army cloes not. 

Mr. Asernetrny. The Navy uses butter entirely. 

Dr. Davis. Yes. 

Mr. Anerneriity. What do the people in the Department of the 
Army say about using more butter? Do they say it is not possible ¢ 

Mr. Davis. I will ask Mr. Richards to answer that. 

Mr. Ricuanps. Mr. Chairman, I think they probably would take 
it at the pl ce of oleo. That is my impression. 
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Mr. Apernetny. Is their answer to it that the Coneress and 
public ls always Ol them about spel ding io} ey and they are buyil oy 
oleo because they are trying to save money 4 

Mr. Riewarps. I think that is right. 

Mr. Apernetriy. You fellows ought to know 

Mr. ANpRESEN. Will the gentleman vield / 

Mr. ABerNetiry. Yes. 


Mr. ANpRESEN. I understand that the only dilliculty in the use of 
this butter by the Army is that now it is 1) t pin ()-pound tubs o1 
packages and they want it in 3 pound package 

Mr. Ricuarps. That is no problem, Mr. Chain  Weean print it. 

Mr. ANprREsSEN. If that is the only probley , Then you could tu 
over any quantity of butter to tire Army; is that right ¢ 

Mr Davis. We can make sales to the At v all rht. surely. We 
can el] butter. Phere Sno requirement o Wy percent ol parity oO! 


aything like that involved the re, 


Mr. \LNDRESEN. You vet ri of it before 1 spol sO that vou would 
not have to take this loss You started buy he butter on November 
LO | Lye lieve, Laree amounts, reatiy LOO wilh. pounds have een 
vecumulated since that time. The reason for that was stated by Mr. 
Richards. It seems to me that this butter ich was purchased 

} 


November and December, which is still excellent butter, should be 
usec up ind diverted to the Army so that you will not have to take 
this loss. 

We are feeding it to American citizens and they are surely entitled 


{ 
0 


Mr. DAvIs. It isone of the things we W 1] study. 


Mr. ANDRESEN. | hope that you will @ive prompt study to that. 


We had not intended of course to get erted on the support pro 
gram and disposition of the butter. Mr. Simpson has a question 
before we take on Mr. Richards. 

Mr. Simpson. I think the answer of the question from the gentile 


man from Mi SSISSIppl is that we have more butter than bullets 

Mr. Anernetiry. [ do not know about that. 

Mr. Anpresen. That is not in the Arn Phat is in the country. 

Mr. Anerneruy. Mr. Chairman, I have another question. I had 
not. finished. 

Mr. ANpDRESEN. Surely. 

Mr. Anernetuy. Who in the Department of Agriculture, if you 
know, has conferred with authorities in the Department of the Army 
elative to the proposal that the Army use some of this butter / 

Mr. Davis. Mr. Norton I think has conferred with them. 

Mr. Anerneruy. Who/ 

Mr. Davis. Mr. Norton. 

Mr. Anerneruy. What is your position with the Department / 

Mr. Norton. I am Director of the Dairy Branch. 

Mr. ABERNETHY. Could we have him answer that, Mr. Chairman @ 

Mr. ANpRESEN. Certainly. 

Mr. Anprnetuy. I would like to know what the Army says about it ? 

Mr. Norton. The te is very pleased to use our butter, 

Mr. Asernetiy. What are the ‘Vv waiting on / 

Mr. Norton. They are waiting on us to confirm them a price. 

Mr. Apernetuy. To do what ¢ 

Mr. Norton. To confirm a price to them at which we will sell. 
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Mr. Anerneriy. When do you expect to confirm that price ? 

Mir. Norvron. I imagine the next 3 or 4 days. 

Mr. Anernerity. Then it is possible in 3 or 4 days that there might 
be some movement of this surplus butter to the Army if you give them 


rice that sult 


Mir. Norron. That is right. 
Mr. Lovee. Are there any restrictions on the price that you set‘ 


Vil Norton, |] re have been controversial questions concerning 
that, but I think our solicitor has given us an informal opinion that 
e ar ipable of selling the Army butter at any price we wish to 


Mr. Anpresen. Let me say this: There is a provision of law, as I 
understand it, that you can turn over the surplus commodities to any 
other Government agency. Is that not correct 4 

Mir. Norron. I understand that is correct. 

Mi. Anpresen. The Army I think is an aAgeNC of the Government, 
although sometimes I do not think so. You could fix a price that 
the Army could take it at. It occurs to me that if it was sold to 
Italy at 514 cents a pound you could certainly fix some price at which 
the Army could take it over, do you not think sof I hope that you 
will resolve this problem with the Army and move at least 34 million 
1 ds of butter tothe Army so that they cal use if. 
hank vou very much, Mr. Davis. 

Mr. Preston Richards, do you have a prepared statement ? 
Mr. Ricuarps. Yes, sir; 1 have. 


STATEMENT OF PRESTON RICHARDS, ASSISTANT ADMINISTRATOR 
FOR COMMODITY OPERATIONS, PRODUCTION AND MARKETING 
ADMINISTRATION 


Mr. Anpresen. You were Director of the Dairy Branch for what 
veriod / 

Mr. Rrenarps. From July 1950 to February 19, 1953. 

Mr. Anpresen. July 1950 to January 1953 4 

Mr. Ricwarps. Yes, sir 

Mr. \ NDRESEN. What Ss your present position ? 

Mi Ricnarps. Assistant Admininstrator for Commodity Opera- 
; for the Produetion and Marketing Administration. 

M ANDRESEN. Were you Assistant Director of the Dairy Branch 
prior to 19504 

Mr. Rienarps. No, sir. I was with the Livestock Branch. 

Mr. Anpresen. Who was Director of the Branch at that time: 

Mr. Rrenarps. Mr. Phil Nelson was Director of the Branch befors 


li 
\ \npresen. It was during that time that these 242 million 
] ls of butter were ac imulated under the support program ¢ 


Mr. Rrcenarps. Yes, sir. 
Mr. Axpresen. You may proceed. 
Mr. RicHarps. At 

rent dairy situation particularly since there have been some changes in 


the outset if may be useful to consider the cur 


tive ist Tew 1 ths. Over the last 10 vears milk production has 
varied betwee 113 and 120 billion pounds, a range of about 6 per- 
cent Produet nh per cow has mere ased steadily, nearly enough to 


otfset the decrease in the number of cows. 
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Milk production in 1952 approximated the annual average for the 
period since 1945. But seasonally milk production in 1952 was below 
a vear earher during the summer months when the drought was wide- 
spread, but it has broken all records in recent months. Milk produe 
tion in December, January, and February was 7 or 8 percent greater 
than a vear earlier. 

Several factors have influenced recent production. Weather con 
ditions have been unsually favorable during the recent winter montlis 
and farmers have been feeding dairy cattle at a heavy rate. 

The 8-year downward trend in milk cows halted about mid-1952 
and increased in the last half of the vear. There are now 3 percent 
more milk cows than a vear ago. Farmers now have on h ind more 
replacement heifers, that is heifers 2 vear old and der, than at any 
time in the last S years. 

Mr. Anpresen. Do vou know how much the milk cow population 
decreased ? 


Mr. Ricuarps. Thev decreased from around 27 million or 28 million 


down to 24 million That is my recollection. We can supply the 
hounre 

Mr. ANpresenN. According to my recollection and from figures sub- 
mitted from vour office before vou went on as Director, we have a loss 
of approximately 4 million dairy cows in the country at a time when 
the human population increased by 30 million people. 

Mr. Rrcenarps. That is right. . 

Mr. ANprRESEN. You say it is on the increase again; is that right? 

Mi RichHarps There Wa i sheht ] rease this vear of » percent 
for the first time in 6 or 7 years 


Mr, ANDRESEN. Proceed. 

Mr. Ricnarps. The supply of feed grains on farms per animal is 12 
percent larger than a year ago. The hay supply per nimal is smal] 
than a year ago, but supplies are ample in the major nudwestern dairy 
areas and the quality IS UNUSH lly eood 

Weather conditions in 1953 will influence next summer’s pasture and 
other roughag 0 
supplies for next fall and winter feeding. 

Other factors influencing milk production include the decreased 
levels of meat animals, particularly beef cattle, and of course the 
results of increased artificial breeding in the past few years. 

On the basis of present indications, it appears that we can expect 
moderately more milk production during the next 12 months than in 
the last 12 months. though it seems doubtful that the increase will be 
as much as the 7 or 8 percent in the last few months. 

About 45 billion pounds, out of a total of something like 115 billion 
pounds of milk were manufactured into creamery butter, cheese, evap- 
orated and condensed milk, and dry whole milk in 1952—about the 
same quantity as in 1951. Less milk was used in the 1952 summer 
flush period for these manufactured products but more was used in 
producing those products in late 1952, compared with a year earlier. 

Total production of creamery butter was slightly ereater in 1952 
than in 1951. Total cheese production was up 3 percent and evap- 
orated milk down 2 percent. 

Butter production in recent months has been about one-third greater 
than a year ago, and cheese from one-fourth to one-third greater. 
Evaporated milk and nonfat dry-milk production also have been 


hage feed supplies, il al both the ro ohage il d feed oTalmn 
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. o. That is to say, there has been a con 

derable shift in production as compared with a year ago in the last 
few months. Up until August and September it was running below 
a year earher 1n total milk product ion, and also the production of the 
manufactured products, butter, cheese, and evaporated milk. Since 


much greater than a vear a 


Yr 


it time, particularly since November and December, production has 
eWay ahead of a year ago. 

Mr. Anpresen. That was due to favorable weather ? 

Mr. Rrewarps. Favorable weather and plenty of feed. And I would 
guess, Mr. Chairman, the lower prices for beef cattle discouraged 
farmers from culling their cows and they held more back on the 
farms thar normally, which in previous year they had been culling 


peen runnil 


Mr. Anpresen. What was the largest milk production we ever had 
this country in the last 10 vears. 

Mr. Ricwarps. I think in 1945 it was almost 120 billion pounds, or a 
little over that. 

Mr. ANpresex. Around 121 billion pounds ¢ 

Mr. Ricuarps. Yes, sit 

Mr. Anpresen. We have approximately 27 million milk cows in 
the country ¢ 

Mr. Ricnarps. Yes, sir 

Mr. ANprEsEN. In the 6 years following, milk production went down 
to 114 billion pounds plus, last year 

Mr. Ricwarps. That is right. 

Mr. AnprEesEN. And we lost 4 million milk cows ? 

Mr. Ricuarps. Yes, sit 

Mr. ANprESEN. So there was a reduction of around 7 billion pounds 
il thie milk produ tol of the country during that period ¢ 
Mr. Ricnarps. Yes, sir. 
Mr. Anpresen. Before you return to your statement, will you tell 
vhat the sup: !y was for last year on a per capita basis for milk 4 
Mr. Ricnarps. I do not have the figures at my fingertips, but 1t was 
the smallest per capita supplh on record, Mr. Chairman, of total milk. 

Mr. Anpresen. That is what the figures of the Department show, 
that it was the lowest per capita supply of milk in the history of the 
country, and the highest price to consumers. 

Mr. Ricuarps. Yes, I expect that is right. 

Mr. Anpresen. So that the people are using less milk and are pay 


u 


ing the highest price for it. 
Mr. Ricuarps. They are using less total dairy products but a big 
part of the decrease in consumption as you well know, has been in 


butter. And most of the other products have held up. 

Mr. Anpresen. Mr. Jones? 

Mr. Jones. Is this consumption of fluid milk, that was down also, 
Ww: it not! 

Mr. Ricwarps. Not last year; no sir. It was up a little last year. 

Mr. Jones. The « onsumption ol fluid milk was up despite the fact 
the price was h oher ¢ 

Mr. Ricuarps. Yes, sir. 

Mr. Anpresen. How much was it up? 

Mr. Ricuarps. ‘Two percent. 

Mr. Anpresen. Two percent per capita ? 

Mr. Ricnarps. No, sir; 2 percent in total. 
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Mr. Anpresen. That is the supply. 

Mr. Jones. The price was up 2 percent ? 

Mr. Ricuarps. No, sir. The total consumption in terms of the 
whole total, not in terms of per capita, was up 2 percent. I sup- 
pose population increased about the same amount. 

Mr. Anpresen. Mr. Simpson / 

Mr. Simpson. Mr. Chairman, I would like to ask the witness a 
question. I think the price per hundred pounds of milk in my area 
In Illinois is $3.65 a hundred, possibly $3.85. The dairy farmers 
that I talked to were not complaining about the price of the milk 
that they are getting, but they are complaining about the price that 
they can sell a good cow for which is approximately $100 in the high 
times. 

Have you any idea of whether that situation is general 

Mr. Ricuarps. I think that is true all over the country, Mr 
Simpson. The price the dairy cows sell for are pretty closely tied 
up with the beef-cattle price, and what the cows will bring as they 
get too old and are salvaged. 

Mr. Simpson. | am talking about a good milkable milk cow, a 
good producer. 

Mr. Ricwarps. It is my impression, and I could be wrong, they 
have all tended to vo down together, that is the beef cattle and dairy 
cattle at the same time. * 

Mr. Simpson. Do you have any figures on it? 

Mr. Ricuarps. Yes. sir: I think we have. I do not have them on 
hand but we ean furnish them to the chairman for the record. 

Mr. Simpson. A cood many farmers are pulling out of the dairy 
business. That must have had something to do with it when they 
auction and sell off a herd, when they are bringing only $100 a head 

Mr. Ricuarps. That is right. That is about the report that I have 
had. 

Mr. Anpresen. Will you continue ? 

Mr. Ricuarps. Continued high employment and consumer income 
In 1952 was accompanied by fairly strong domestic demand for milk 
and most dairy products. Fluid milk sales in Federal order mar- 
kets—that is about 50 markets on which we have statistics currently 


as a group continued the uptrend of recent years. 
Fluid milk sales in 1952 averaged 2 percent greater than in 
Sales of fluid cream, however, were down. Domestic demand for 


10%1 
1951 


cheese also wa eood In 1952 and consumption trade dlisappearance— 
was about 7 percent greater than in 1951, 


( 
1 


The output of ice cream in 1952 was up 4 percent. Domestic trade 
output of evaporated milk in 1952 was down 1 percent. The 1952 
domestic consumption of nonfat dry-milk solids—dried skim milk— 
was up 14 percent, apparently due largely to a further increase in re 
tail sales of the product directly to consumers for home use. 

The bie weakness again was the further decrease in demand for 
butter. Butter consumption in 1952 was about 7 percent less than in 
1951. Restrictions on the sale of colored margarine were removed 
in several additional States, and the trend in total margarine con 
sumption continued sharply upward. ‘The increased consumption 
of other foods containing vegetable oils, such as the so-called imita- 
tion ice cream, may become a much greater factor in the future than 
in the past. These products already are beginning to make serious 
inroads on the sales of dairy products in several States. 
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The weak dairy price situation mn recent months may reflect to 
ome eXtent the rather widespread easing inh farm product prices 
despite what appears to be a strong domestic demand situation. Re- 
cently the economy has been operating at the highest rate in history, 
th full employment and rising wage rates. 
Consumer incomes in the fourth quarter of 1952 were up more than 
. percent from a year earlier and retail spending for food has con- 


| 
tinued to rise about in proportion to the increase in income. However, 
the effect of the strong domestic demand on prices of farm products 
n the last half of 1952, was more than offset by a gain of around 5 
percent in the volume of farm marketings. 

A sharp drop in foreign demand for United States agricultural 

tsin | 1952 also contributed to lower farm prices. 

Din r the first 11 months (April—February) of the 1952-53 mar- 


ate 


vear, the Unites 


¢ year, the dairy marketing 1 States iverage price 
for manufacturing milk averaged 4 percent above, and 
fat 3 percent above, the announced upport prices. [Instead of 
A a | i harket })! Cs eakened last autumn, and i recent 
Ve Dee i or re ( pport evel 
\ ! t | tt« } } nr } yo { } DOV 1 hic 
Dy ed purchase pric ring of the summer 
i 0 ( | I ont! tl in wproximiated 
} }) ( \ rag erkKet p! s ol onfat dry 
) e apy pport purchase pric ist 
1» a¢ ( ( K 1] i$ ) i Herpoute | 
gy oft l } rxdu Phe vid bic 
( i Wel i! e( 1\ ile! of 
fat dry-milk solids. he 87 million pounds of dried whole milk 
W the ul of approximately 12 million 
: butt 1 27 mill 14 ds of dry-milk solids 
\\ ! % milk. la tm weakening 
l Lif { { 1 \ l 1 )| rorw irad i ul 
pp pe ! ry problen e vear ahead 
() ‘ ‘ | il ul lered vzing the domesti 
i \ ! questlo Of linwports ni lip ( ntrols. 
On July 31, 1951, the Defense Production Act of 1950 was extended, 
Crier Porth, throug June 3 LV. rection | ft was 1m uded 
e extended act 
! L11V ¢ ected, sectic | provided that with regard to fats 
i Olt Lat pearing matel S CX ine peti leu inal « onut 
] pea s, butter, cheese nd other dairy products, and rice 


nd rice produets. no imports of anv such commodity or product 
rdmitted to the United States until after June 30, 1952. 
Whi the Secretary of Agriculture determined would 
Y) pair or reduce domestic roduction: 
4h) Interfere with orderly domestic storing and marketing: 
or 
(¢) Result in any unnecessary burden or expenditure under 
and Government price-support program. 
On August 9, 1951, Defense Food Order 3 was issued establishing 
the following import controls on dairy products. Nonfat dry milk 
solids and butter were embargoed. Quotas were established on all 
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types of cheese and casein. The cheese import quota was based on 
average annual imports during 148-50, with exceptions for hardship 
and other special cases. The casein quota was based on imports dur 


ing the fiscal year 1950-51.) Imports of butter were controlled prey 
ously under Public Law 590, which expired June 30, 1951. 

On June 30, 1952, section 104 was extended in modified form 
through June 30, 1953. Under the current provisions of section 104, 
the three criteria which the Secretary must consider in determining 
the need for import controls remain unchanged. However, the Sec- 
retary must determine whether controls are necessary for each type or 
variety of a commodity or product, and is authorized to increase an \ 
Import quotas which may be established by 15 percent in the interests 
of international trade and trade relationships. The principal ef 
fect of the modification concerning “types and varieties” is with 
respect to cheese. 

From July 1, 1952, to date, controls have been terminated on the 
following types of cheese: Pecorino cheese (cheese made from sheep's 
milk) ; swiss cheese; Gruyere process cheese ; Roquefort cheese ; Bryn 
dza, Goya, and most miscellaneous varieties in this category; and 
Stilton, a high pric ed blue-mold v: ariety. 

Certain additional controls have been established this year, largely 
as a result of the interference of imports with the price-support pro 
eram for milk and butterfat. The current st: x of controls on 
dairy products is as follows: 

Nonfat dry-milk solids, butter, and high-fat malted milk com- 
pounds—embargoes. 

Italian cow’s milk cheese—annual quota of 8 million pounds. 

Cheddar cheese—annual quota of 8.5 million pounds. 

Edam and Gouda cheese—annual . of 4 million pounds. 

Blue-mold cheese—annual quota of 3.5 million pounds. 

Varieties processed from Cheddar nad blue-mold—annual quota 
equal to imports in the calendar year 1950, 

Dried whole milk—quota of 6.5 million pounds for the period 
January 1 to March 31, 1953. 

Dried buttermilk—quota of 2.15 million pounds for the period 
January 1 to March 31, 1953. 

Dried cream—quota of 35,000 pounds for the period January 1 to 
March 31, 19% 

In addition to the annual quotas described above, further imports of 
15 percent have been authorized in the interest of international trade 
for all types of cheese remaining under control. 

That completes the prepared statement that I have, Mr. Chairman. 

Mr. Anpresen. Are there any questions? 

Mr. Polk. 

Mr. Poux. I wonder if Mr. Richards would furnish for the record 
the countries from which these imports came. You gave us the over- 
allamounts. I thought it might be of interest for the record to have 
the countries from which substantial amounts came. I do not mean 
to have every item, but substantial imports and the countries from 
which they came. 

Mr. Ricuarps. I can tell you in a general way. 

Mr. ANDRESEN. I have those records here from the Department 
and I will place them in the record at this point. 

(The matter referred to above is as follows:) 
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TABLE 2.-—Imports dried milk (cream, whole, nonfat) 


CREAM (DRIED 


1948 ) 
194 ' 





Netherland ~/ “1 
Sweder ) 
Denmark 16, 808 
Germany & SIR 
New Zé nd . 0 
Australia 24, 640 
Total 
WHOLE MILK RY 

Canada 10, 56 89 9 298. R30 421. 604 
Switzerland { 14( 


Newfoundland ”) ‘ 
New Zealand » 900 " ; 6, 222 





I Rx) 
Netherland 1 5 29 69 
Australia 2, OF 24 8 144 
Sweden ) Sm OF 
Germany 2 10 

Total 10, 60 79 24, 478 », Oo 42 011, 528 


NONFAT SOLID 

Canada 3 ONT 0 5. 250, 47 2 2,9 0), 294 154, 800 
Australia #5, S50 ‘10, 864 
Netherlands 67, 295 
New Zealand 202, 960 

rotal O87, 550 250. 47 2 1,811 1,031, 413 454, SOO 

BUTTERMILK (DRIED 

Canada 235, UK 272, 540 11, 386, 9 


New Zealand 1, 337, 180 } , 


Netherland , 2 


Tota 8. TOO 1. 610, 020 12 
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TasL_e 3.—Imports, dry whole milk, 1952 


44 2K $ Sweder 493, 241 $441, 335 
20 86, 54 Denmark 122, O80 37, BF 
42 SS 1st 4 Netherla 1, USO, 184 321, 858 
at s4 2 s New Zealand sO4, 412 176, 111 
4, 024 ) Othe ntri¢ 15, 432 4,417 
l 204, lotal 18 ys Ro 
August 
; 1 20 SO4 Cal la i uM 11. HO 
1), SOK 6, ( Swede 2, 070, 4 601, 459 
Md. SOM s De irk td t 
S5, HM s si Net! i $99, S2I 743, 4 
150, 808 i New Zeal 1 4 13, 38 
\ s 44 ht 
RO4 f lot 4 280 , 1,4 61 
t 2 ™ Y 
( 4 10K 20, 452 
. Swed 4x H16, 940 
( l WM { ” enn k } S7t 124, 949 
( Nett “ 664, GSE 
83 GRO 4 138 
6. 18 29 ) Tot + oO 8 1. 436 
11M 6. 44 
octote 
1738.5 # 2s Canada ‘ s 4 32 
Swede! 132 i 1 
: I mark 34 104, 2 
4 9 Netherland OY 336, 820 
634 8,8 New Zealand 949, 252 163, 111 
44. SUK 0 
92,4 s 805,946 | 1,045, 283 
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4 $5. At ( Hu 
M D> k 149. O08 
r RS Nethe Iss 
; +s \ ® R39 
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K " 6Y 
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| } ] t ‘ 
’ { x ‘ j 17Q % 
‘ \ « 4 ( 
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TABLE 4 Imports, dry whole milk, dry buttermilk, dru ercam, 1948-52 ; Chicago 


wholesale butter prices, 1951 


O4 
\ 
. : - 
M ) 
v 
l 
‘ \ x 
} 
() t iH ‘ 
| 
x) 
} . & x 
‘ 2 si 
Ju ~ ” 
\ 280) 4 ) 
" x s 
Oct ~“ 4 820 x 
s 19 
( ( 
I | o 
1] 
I Ds yn4 
4} ~t » 
B qu 1,288 


Mir. ANpRESEN. I would like to ask you a few questions to clear up 
some misunderstandings that have taken place. 

You were director of the dairy branch during the pel iod that section 
104 of the Defense Production Act was in operation / 

Mr. Ricuarps. Yes sir. 

Mr. ANpresen. Was your branch responsible for making recom 
mendations as to what should be done on establishing import quotas on 
dairy products ¢ 

Mr. Ricuarps. Yes, sir. 

- Mr. ANbDRESEN. Were those recommendations followed ¢ 

Mr. Ricuarps. Not always, Mr. Chairman. 

Mr. ANpRESEN. When were they not followed ¢ 

Mr. RicuArps. | think perhaps the most Iniportant case 1s dried 
whole milk. Our recommendations were to—— 

Mr. ANDRESEN. Who overruled the Division? 

Mr. Ricwarps. Mr. Chairman, the final decision was made by the 
Secretary of Agriculture. Where along the line we are overruled, 
I do not know whether it 1s on the record or not. The final decision 
In any event was made by the Secretary of Agriculture. 

Mr. ANDRESON. Did you as director of the Dairy Branch meet with 
any other agencies of the Government in establishing these quotas? 

Mr. Ricuarps. Yes; there were a number of meetings held. 
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Mr. ANDRESEN. What agencies? 

Mr. Ricwarps. As I recall, the other agencies consulted—they were 
consuited—were the State Department, Commerce Department, Mu- 
tual Security Administration. I think those are the agencies outside 
the Di partment of Acriculture. 

Mr. Anpresen. Do you recollect the figures on imports of whole 
milk powder beginning in 1950 and up to the end of this year ? 

Mr. Rrcwarps. Prior to section 104, prior to: £951. they were, it is 
my recollection, a very small item. less than 100,000 pounds a year. 

Mr. Anpresen. Is it not a fact that in 1950 the imports amounted 
to only 24,000 pounds ? 


(rr 
l 


] 


Mr. Ricuarps. I do not have that figure in mind. It was a very 
small figure. F 

Mr. Anpresen. Will you explain for the record just what is meant 
by whole milk powder ? 

Mr. Ricnarps. Whole milk powder is simply the while milk that 


is dried and made into a powdei It is all the milk which is run 
through a drier and comes out as a powder. It includes the fat as 
well as the nonfat part of m lk. 

Mr. ANpresen. For what purpose may it be used or has it been used 
In th country ¢ 


Mir. Rienarps. It can be used, Mr. Chairman, in manufactured 
products for almost any use that butter or nonfat dry-milk solids, 
dried skim milk can be used. It is used in ice cream. it is used in the 
manufacture of confections, and I think its big using has been in the 
manufacture of ice cream. 

That Ss my impression. 

Mr. Anpresen. According to the Department’s records, the imports 
on whole milk powder rose from 24,000 pounds in 1950 to nearly 37 
million pounds in 1952. 

Mr. Ricuarps. Yes, sir. 

Mr. Anpresen. You stated that that displaced approximately 12 
million pounds of butter / 

Mr. Ricuarps. Yes, sir. 

Mr. ANpresen. It was your office that recommended the establish- 
ment of import quotas for the first quarter of 1953 4 

Mr. Ri HARDSs. | think all through the period, Mr. Chairman. we 
recommended that controls be placed on imports of—— 

Mr. ANprESEN. Quotas were established at around 6 million pounds 
a quarter! 

Mr. Ricwarps. Yes, sir. 

Mr. Anpresen. That is for 1953, particularly for the first quarter ? 

Mr. Ricuarps. Yes, sir. 

Mr. Anpresen. What impact had that large importation of butter 
on the price of butter in this country ? 

Mr. Ricuarps. It is 12 million pounds of butterfat, Mr. Chairman. 
It is that much additional butterfat. We got complaints from the 
trade all over the country that this dried whole milk was coming in 
and selling at prices that were, as I recall it, 5 to 10 cents a pound 
below the prices of comparable products produced in this country. 
What othe effect it had on prices, | don’t know. Certainly it added 
12 million pounds of butter to our total supply. 

Mr. Anpresen. Did not those large imports come largely in the last 
6 months of 1952, and broke the butter market and required the De 
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partment to support the price of butter at 6734 cents a pound be- 
ginning the latter part of November? 

Mr. Ricuarps. I think it had an important effect, also the weather 
and increased production had some effect. But certainly the imports 
had a big effect on it. 

Mr. AnprEsEN. I have the record here of the wholesale price on but 
ter in both Chicago and New York, which places fix the price of 
butter. 

I notice here that the prices starting in January were 79.26 in Chi 
cago, and about 80 cents a pound in New York, and that beginning in 
November the price got down to the support price and the Govern- 
ment took the butter or began taking butter here on the support 
program. 

Mr. Ricnarps. That is right. 

Mr. Anpresen. What is the situation today as to the amount of but- 
ter that has been purchased ? 

Mr. Ricuarps. One hundred and nine million pounds of butter to 
date. 

Mr. Anpresen. At what rate is it coming in at the present time? 

Mr. Ricnarps. I think about 2 million pounds a day. 

Mr. Anpresen. Has the price dropped since you announced the new 
support program?’ The support price? 

Mr. Ricwarps. I do not think it has. 

Mr. Anpresen. What is the market price, the wholesale price on 
butter in Chicago and New York at the present time / 

Mr. Norron. Sixty-six and three-fourths to sixty-seven in Chicago. 
It has been steady there for a month. 

Mr. Anpresen. If the support price is below the market price, why 
should you buy it in the market ? 

Mr. Norron. It isn’t yet. The support price, the downward trend, 
takes place the 1st of April. 

Mr. AnprEsEN. So you are still buying butter at the old 6784 cent 
price. 

Mr. Ricuarps. Yes, sir. 

Mr. AnpreseNn. I will put in the table at this point in the record, 
showing the imports of whole milk powder month by month, and also 
the record showing the market price of butter, wholesale price of but- 
ter, during the same period for 1951 to 1952, when these large imports 
of whole milk butter came into the country. 

(For data referred to above, see table No. 4, at p. 21.) 

Mr. Anprrsen. When you began administering the import control 
program as provided in section 104, you placed an embargo on imports 
of butter? 

Mr. Ricuarps. Butter and dried skim milk, nonfat dry milk solids. 

Mr. Anpresen. Is that still in effect ? 

Mr. Ricnuarps. Still in effect ; yes, sir. 

Mr. Anpresen. Does your agency issue licenses for imports on 
cheese and casein ? 

Mr. Ricuarps. The Department of Agriculture does. It does not 
have to be done by the Dairy Branch, Mr. Chairman. It is done by 
the Department. 

Mr. AnNpRESEN. Who in the Department handles the fixing of the 
allocation of cheese and these other dairy products ¢ 
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Mr. Ricuarps. 7J he allocation to various countries and to importers 

tis done oO the basis of a rathe complicated formula which Was 
approved by the Secretary. 

Mr. Anpresen. Did the Dairy Division develop that ? 

Mr. Ricnarps. The Dairy Division did not administer the actual 

Ilo on to importers. . 

Mr. Anpresen. Who developed the formula ? 
Mh Riv HARDS lt Was developed by a numbe of people. The office 

at had primary responsibility for putting out the allocations was 
the Office of Requirements and Allocations of the Production and 
Marketing Administration 

Mr. ANpDrESEN. Who is the head of that Agency 4 

Mr. Rienarps. Mr. Robert 

Mr. ANpresen. What is his first name? 

Mr. _ HARDS. Richard, Richard H. Roberts. 

Mi RESEN. Ts there a Mr. Toanes in that Division ? 

Mr. on HARDS. Yes, sir. 

Mr. ANpreEsSEN. Mr. Sorkin? 

Mir. Rreuarps. Yes, sir. 

Mr. Anpresen. Did Mr. Haggerty have anything to say about 
formulating the plans for quotas and allocations ¢ 

Mr. Ricuarps. Mr. Haggerty of course was not in the Production 
und Marketing Administration. At the time you are speaking of, he 
was the Director of the Office of Foreign Agricultural Relations, and 
he or some of his people were in on the conferences that were held. 

Mr. A NDRESI N. You Say he o1 some of his people. Did you sit in on 
these conferences 4 

Mr. Ricuarps. When I was in town I was in on most of them. It 
SO | ippe ned when | Was out of town other people sat 1n. 

Mr. Anpresen. Was Mr. Haggerty there when these decisions were 
made on quotas and allocations ? 

Mr. Rrewarps. He was there some of the time. He may have con- 
ferred with the secretary about it at anv time. I do not know. 

Mr. Anpresen. What part did Mr. Roberts and Mr. Ioanes and 
Mr. Sorkin take ? 

Mr. Ricnarps. Their part of it, Mr. Chairman, was, I would say, 
more mechanical than anything else. After a broad policy was deter- 
mined, whether it was the 1948 to 1950 average that would be used, 01 
some other thing, it was the mechanical details of getting that down 
to the actual figures for the importers to have a license or a quota to 
be permitted to bring the products into the country, and that applied. 

Mr. AnprESEN. Who made the broad polic a4 

Mr. Ricuarps. It was always approved by the Secretary, Mr. 
Chairman. 

Mr. Anpresen. The Secretary ? 

Mr. Rrcnarps. The Secretary of Agriculture. 

Mr. AnNpresen. Did the State Department have anything to do with 
that ? 

Mr. Rrcwarps. They were in on conferences and certainly gave the 
Secretary their views. As far as I know, he made the final deci ‘isiOn. 
He may have followed the State Department’s advice, but as far as 
I know he made the final decision. 

Mr. Anpresen. You state there was an embargo placed on imports 
of butter. Did the Division, under your directorship, permit any 
butter to come into the United States or any of its Territories ? 
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Mr. Ricuarps. Mr. Chairman, as I recall, there was a period of a 


few days or poseiet) a few weeks—it intervened between the time 596 
went off the books and 104 went into etfect—and my recollection 1s 
ne ae ee hip case there was a small quantity of f butter permitted 
nto ti » | nited States. | qo not have the detai Is on It. We can vet 


them for vou if vou would like. 


Mr. ANpresen. Was that the on ly time / 


Mr. Ricuarps No. There was 0 other tine in the case of a strike 


Hawaii. that is a shipping strike, where they simply could not get 
boats to bring butter from the United States. At least that was our 
Informatio One shipment, I think perhaps 200.000 pounds or some 


thing like that, of butter out of Canada was allowed to go Into Haw 
Phat was purely ah emergency and on request of the Governor of 


Hawa ; Chose two occasions, as far as I know, are the only ones where 

vb grinbe scome intothe United States . 

ae NDRESEN. ‘To whom was the license issued 4 

MR ticHARDS. You mean to Hawaii / 

Mr. ANDRESEN. Yes. 

Mr. Rrenarps. I think it went to the Wester Dairy Products. I 
have forgotten thi name of the company, but it is We er! Dairy 
something. All that information ¢ in be made available. 

Mir. ANDRESEN. Wh ere Was that butter from?’ To what country \ 
the licens ipphie: ab ( , 

Mr RK HARDS It \\ butter oul of Canada. My\ rece lection s that 


it sar eects Canadian butter but it could have been New Zealand 
butter that was already in Canada. 

Mr. Anpresen. Was it generally known at the time that vou were 
Issuing the license to this parti war compat v ? ; 

Mr. Rr ITARDS. My recollection, Mr. Chal rman a t] at it was an 


emergency situation and we were told—at least hi id the informa 
tion—that the Hawaiian penned were running aw full vy short of butter 
ind there was no way of getting it shipped from the United 

mainland and they 1 particular wanted unsalted butter. So it looked 


to be the thing to i in the emergency to olive them a license. 
Mr. ANpresen. Did you get any information at that time about the 
source of the butter and 


the price that this importer was paying for it / 
Mr. Rrewanrps. I think we aa the source of it but I am sure we 


did not know anything about the-—— 

Mr. ANDRESEN. Was not the source New Zealand, shipped in through 
Canada ? 

Mr. Ricuarps. I just do not recall, Mr. Chairman. It may have 
been that wav. At any rate, it was just a one-shot arrangement and 
pre sumably to take care of this emergency situation that had arisen in 
the islan ids. 

Mr. ANpresen. According to my data, there were two shipments last 
year, one in June, the two shipments amounting to 455,000 pounds. 

Mr. Ricuarps. L re member the one occasion. ‘There may have been 
two. There was a prolonged shipping strike there and it was almost 
impossible to get ships off of the west coast to go into the islands. At 
least in American bottoms. I have forgotten the details of it. That 
was the problem at the time. 

Mr. Anpresen. Was there any particular reason why other shippers 
were not allowed to geta license ¢ 


1153—hi3—prt. 1 
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Mr. Ricnarps. I think those that got it were the only ones that 


applied, Mr. Chairman, 

Mr. Anpresen. Of course about that time butter in New Zealand 

t less than 30 cents a pound, I am reliably informed that 

{ \ who got the license made a profit of $182,000 on those ship- 
m 

| madering if there w ny reason why this particular com 
pany ( fornia should have the exclusive license to ship this butter. 

\] Ricnarps. It was on the recommendation of the Governor of 
Hawaii that it wasdone. We wer simply trying to pl vent What was 
reported to us to he rather critical eood problem there. We may 
have been wrong. We may have had the wrong information. ; 

Mr. Anpresen. Will you supply the committee with complete 
details on the issuance of that license ? 


Mir. Ricnarps. Yes, sir. 
Mir. ANprEsEN. And the entire transaction ? 
Nin Riu HARDS Yes, ins As much as we have, We would not know 


al ral t the price 


formation Is not 1n our files. 


The data referred to above is as follows:) 


Marcy 26, 1953 


Ho AuGUsT H. ANDRESEN, 
Che man, Subcommittee of the House Committee on jgriculture, 
l ted States House of Re presentatives. 


DreAR Mr. ANDRESEN: This is in response to your request in the hearing of 
March 17, 1958, on dairy import controls for a report regarding the emergency 
authorizations which were issued under Defense Food Order 38 for the importa- 
tion of butter into Hawaii during the summer of 1952 

On June 4, 1952, the Office of Requirements and Allocations, PMA, received a 
telephone call from Mr. J. M. Hobson ot Western Dairy Products, Inc., Phila- 
delphia, Pa., with respect to a shortage of butter in Hawaii as a result of the 
ne strike Mr. Hobson requested that his company be issued 
an authorization to import 300,000 pounds of butter from Canada to alleviate the 
shortage Mr. Hobson was requested to furnish more specific intormation re- 
varding the situation in Hawaii. 

On the same day a telegram, copy attached, was received from the Western 
Dairy Products, Inc., office in San Francisco, indicating that when the strike 
began the week before there was a 2 week’s food supply on the islands. The nor- 
mal usage of butter was reported at about 290,000 pounds per month. The com- 
pany indicated that in applying for the authorization it was acting for major 
users of butter on the islands, and could not book reefer space for shipment 
from the mainland. They asked for prompt approval of an authorization in 
order that the butter might be loaded aboard a vessel leaving Vancouver on 
June 12. The telegram indicated that part of the shipment was to be sweet butter. 

Other telegrams, copies enclosed, with substantially the same information 
were received from the Service Cold Storage Co., Ltd., Tastie Products, Ltd., 
and the Provision Co. of Honolulu, and from Creameries of America, Inc., Los 
Angeles, which owns Dairymen’s Association, Ltd., of Honolulu. These tele- 
vrams stressed the need for sweet butter imports for use in making ice cream and 
for reconstituting. 

A strike had been called the week before by the Sailors Union of the Pacific 
(A. F. of L.). However, certain United States vessels with crews belonging to 
other unions were still operating and the striking union was permitting the ship- 
ment of defense cargoes on certification by the union. 

On June 5, a telegram, copy enclosed, was sent to Western Dairy Products 
advising them that the facts which had been made available did not appear to 
warrant the granting of a license 

The Office of Territories, Department of the Interior, was requested to com 
municate with the Governor of Hawaii and determine if an emergency food situ 
ation existed which would warrant the issuance of an authorization for the 
mport of butter from Canada. 

On June 10, the Office of Territories informed us by telephone that they had 
received a teletype from the Governor of Hawaii confirming the existence of a 


west coast shipp 








butter shortage in Hawaii and recommending issuance of an import license 


for 150 tons of butter from Canada to Western Dairy Products. The Governor 
indicated that Western Dairy had agreed to permit | emergency f 1 committes 
te allocate I litter equial amone imp ( n tie uu AL €o} of ft 
teletVvpe was recel ed on June 11 is We @y , Director ¢ ley 
tories concurring in the recommendation ies of 1 ( es osed 

On J l | ( ( ‘ 
Office | ! i tele I S s¢ ‘ l \ é \ Prod 
i t} S ! f ‘ f ( t I I e vessel 
{ ' ed t l Var ‘ Phe i 
t ‘ ! } ib e ¢ gency 

ahaa, : } 
for pment S48 nd ( nd Z i ( 
accordingly. 

Gon .! ( 152, a telegram, copy encl d as received fror Western Dairy 
asking for autl tion t xport an additional 150 utter f n Canada 
ol ] Ss. 8S. Ce ) from Va ( ( July 24 On J 11 i 
mes ( i ar ed fre ] \¢ (y ( H i | ‘ sed ) 
fit g the need 1 ] ports ol Lod) tor ! ‘ and indi e that he butte 
wi ‘ cated by the emer hey f 1 committees 

l hipping strike was continuil ! veh it I reefer space, was 
still tigl rherefore, on J l riza vil ued to We n | y 
Products for the importa mh 150 tor i { I 1 Canada »> be all ited 
amon mporters the emergency food cor i ‘ \ py of th 1uthoriza 
tion is enclosed 

rl Lippi str nded on July 28 and n I ther imports have been 

} Fer 

Phe quantities of ifter imported against these authorizations were 155,848 
pounds on the first shipment and 299,544 pounds on the second shipment These 
were the only commercial imports into the United States or its Territories dur 
ing 1951 and 1952 except for approximately 57,000 pounds which entered or was 
i t he United States during tl weriod A ust 1 t! h A ust 8, 1951, 
prior to the issuance of regulations conti ng imports of butter under section 
104. 

The company to which these authorizations were granted has been engaged 
in domestic dairy operations for mat ea Its brat n Honolulu normally 
handles about 20 percent of all the dairy products distributed on the islands 
We re informed by the Hawaiian auhorities that the company was to act as 
agent for all users of butter on the islands in handling the emergency shipments 
and was being required to distribute the butter among importers in accordance 
with the recommendations of the Governo! emercen food committee The 
Canadian Embassy h confirmed that the itter shipped on these two authori 


zations was produced in Canada 
Sincerely yours, 
HowarRpD H. GordDON, Administrator. 
Enclosures 


NOT! Attachments referred to are not included 


Mr. Anpresen. You must have something from the Governor of 
Hawai? 

Mr. Rr HARDs., There Was a cablegram Ol radioeram that wis sent 
tothe Secretary of the Interior. I am sure we have that. 

Mr. Anpresen. You could have shipped that and given a license to 
somebody to ship from some other port m the United States. 

Mr. Rictrarps. My recollection, Mr. Chairman, is that they indi 
cated they wanted unsalted butter and the time was of such impor tance 
and space on ships that they they could not vet if from the east coast. 
I am not saying that the decision was right or wrong, but it may have 
been wrong. 

Kvervbody makes mistakes, at least sometime or another. It looked 
as though at that time we did not want to see Hawaii run out of 
butter because it is a good market. If we made a mistake on it. that 
was an error of judgment. That is the only thing that I can say, 
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Mr. Anpresen. The month of June, as you know, is the flush season 


for the production of milk and butter in the United States. 

Is tl correct ¢ 

Mr. Ricnanbs. That is correct. However. the volume of unsalted 
bu LnNAat 1 prod iced : fairly - nall. \t le t we were told if that 
time that they were not able to vet it and get it toa Canadtay port 


As | recall the situation, it ud to move thro oh a 4 mnadian port, 
Mr. ANpreseNn. Does the support program operate in Hawaii? 
Mr. Ricnarps. No, sir. 
Mr. ANpRESEN. So they do not have any benefit of the support pro 


oram ¢ 


Mr. Ricuarps. I would sav this. Mr. Chairmay Lhev have no but 


ter urplus over there. There has been no occasion for it to arise as 
far as supporting prices in Hawaii. If there was a problem over there 
it} oht possibly ipply. 

Mr. ANpresen. I want to tou on some other features of the im 
port program, and that : th relation to cheese, Phere seems to be 
Col iderable compla lit from son ot the importers of heese and also 
from represent itives of the different countries, the d plomatic Corps 
ind otherwise, they comp! that they want to send in unlimited im- 
ports into the country of all types of dairy pr dlucts, cheese, butter, 


\\ hole milk powder. 

Do you think if that were done it would have any effect on produc- 
tion in this country, or upon the transportation and sale of airy prod 
ucts in the United States, domestically produced, or pon the support 
program ¢ 

Mr. Ricuarps. I think it would have serious effects on the price 
support program and on the price ot da ry products n the United 


States. 

Mr. Anpresen. What would happen? 

Mr. Ricnarps. I would say that we would have to buy considerably 
larger quantities of dairy products in order to keep prices at the sup- 
ort levels, 

Mr. Anpresen. Would you not have a situation somewhat similar 
to what was experienced in potatoes where several hundred millio: 
bushels of potatoes were pur hased and the Canadians increased their 


yrroduction and took over a good share of the eastern market ¢ 

Mr. Ricnarps. Continued over a lone enough period, certainly if 
would encourage more inports and more production in other cou 
{1 


Mr. Anpresen. Is not the market on butter and dairy products the 


most sensitive in the country ? 

Mr. Ricuarps. It is very sensitive. 

Mr. \NDRESEN. Have you evel heen on the Mer antile Exchange 
New York to see how they fix the price of butter ? 

Mr. Ricrarps. I have never been to New York. I have been to 
Chicago. 

Mr. Anpresen. In New York, and members of the committee were 
there, I find that the sale of just a few boxes of butter will fix the 
price for the day in New York. That is th wholesale quoted price, 
Did you find the same thing in Chicago / 

Mr. Ricuarps. It is not quite a few boxes, 
Mr. Anpresen. I would say 30 or 40 boxes, 
Mr. Ricnuarps. I would say it is large ly ona carlot basis. 
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Mr. AnpreESEN. I have seen the price of butter drop 2 cents in 1 
day on just a few hundred boxes coming in. I want to get your honest 
opinron on what you believe will happen if unlimited imports of dairy 
products are permitted to come into the United States. 

Mr. Ricuarps. Mr. Chairman, the information we have is that the 
prices of some of these — from foreign countries, that is the 
price at which they can be laid down in this country on the basis of 
what they are selling for in other countries, is that probably butter 
would be duty paid perhaps at around 50 cents a pound, or perhaps 
maybe even less. 

Of course, with a lot of that coming in I think there would be a 
tende) c\ for the prices in foreign countries to go up a little and our 
prices to come down a lot. We might settle down to some figure a little 
higher than the present foreign level. 

Mr. Anpresen. According to the Department of Agriculture, the 
price of the choicest butter from Australia is selling now for 59 cents 
a pound. 

Mr. Ricnarps. It has to be transported here and it has to pay a duty. 

Mr. Anpresen. The duty was cut from 14 to 7 cents so that really 
duties do not mean anything ay more with the op portunity of these 
foreign countries to devalue t heir currencies. They could | ay that 
butter down here, with transportation at say a cent a pound, they 
ought to be able to ship it at 1 cent a pound and pay the 7-cent duty. 
That would bring it up to 47 cents. 

The support price at the present time is 6784 cents a pound. New 

ealand butter is selling at about the same price. A month ago it 

as selling at 33 cents a pound, the best butter. It is currently selling 
to England at 33 cents a pound. Denmark’s butter is higher in price. 
In the contract with the United Kingdom they or it for 42 cents 

pound. They can lay it down here, duty paid, at 50 cents a pound, 
which I bel lieve is what you said, W hoever nose buy it. I do not 
assume the producers of butter or milk in those different countries 
would get the benefit of this increased price by shipping it into the 
United States. 

But some body is sone to make a profit of about 22 or 23 cents a 
pound, 20 cents a pound anyway, under the support program. 

Mr. Ricnarps. To the extent it came in, whatever extent, we would 
have to buy an equivalent quantity of butter produced in the United 
states. 

Mr. Anpresen. Would you not really have to buy much more than 
that, because once the price 1s dite down to the sup ae pric e, you 
would have to take everythin oO that is « iffe red | ere and domestically 
produced ¢ 

Mr. _ HArDS. We certainly would have to take everything that is 
offered at the price, but whether it would be the whole production or 
not, I a not 4 slo It might be close to it. 

Mr. Anpresen. If there are unlimited quantities of butter, and 
certainly with the price provided in the support program, all the but- 
tk prod ed everywhere would be shipped to us. 

Is that not correct ? 

Mr. Ricnarps. There would certainly be a tendency in that diree- 
tion. I can never figure out just how things are gome to work like 
that. But to the extent that the supply came in, I think a lot of it 
would come, 
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Mr. Anpresen. It would in fact destroy the support program. 
Mr. Ricuarps. I am afraid it would; yes, sir. 
Ir. Lover. It would destroy the dairv tarmer, too. 


Mr. A NDREsI N. efforts are be hg made to liquid ite him, and have 
been To! several years. The dist irbine t ing to me, and I think to all 
members of o1 r comm ttee, 1s thre effect That unl mited imports, which 
ve are dealing with here today, would have upon not only the Govern- 


ment. but atso upon the dairy na sty ( f this country, and upon the 
consuming public. 

In my experience, | ive { d that foreign exporters and the 
diplomat epresentatives of t! exporting countries are all on the 
job working for the interests of the producers of da ry and other 
prod et mtherr ve 3] tive count es, In other \ ords, all government 
offi if the foreign countrie re working ght and day to assist 
the »\ itwoha hn the sel Yy program wheh 1t comes to dealing 
with the United States. On the other hand, it appears that many of 
the « } lo tic representatis if the U ed State und many of the 
Fede officials who were in power uncer the Truman administration 
have \ ed hands with foreig 9 rmments to work against the 
interests of American produce of dairy products. These American 
official , prio! to January ZO, 1953, wer fact sales agents for foreign 
producers. Phey did not repres t American produ ers In any respect. 

It occurs to me that when an American has received an appointment 
as a diplomat. his first duty hould be to represent the people of the 


United States and not foreign governments or foreign producers of 


Phat was the reason for the section 104 which I had a little to do 

h. I know this, too: when we get a shortage of anything in this 
country, these foreign producers will make us pay through the nose 
for everything ee we have to have. 

Do you size oo Way 

Mr. Rictarps. Certainly the representatives of foreign countries 
are very insistent that they have unlimited imports, at least as large 
a quot as poss ble. 

I do not thi ik ] had bette) comment on invthing else, 

Mr. ANpresEN. Maybe you can answer this one: Why is it that 
prior to Janu ry “0 11 appeared that all the a , 
ment, 1! cl ding the Department of Agri ulture, took the side of the 
foreign dairy producer / 

Mr. RicuaArps. Mr. Chairman, I do not know. 

Mr. ANpresen. You were not high enough in the policymaking 


rencies of the Govern- 


( 


room to sit in on making that decision / 

Mr. Ru LH ARDS No, sir, not at that time, atany rate. 

Mr. ANprEsSEN. You kn ow it was made / , 

Mr. Ricnuarps. Yes, s 

Mr. AnprEsEN. We we been trying to figure out why it was made, 
and why that attempt to destroy the great dairy industry of this coun- 
try, which is so vital to the consumers of the United States, and also 
the economy of the country. 

] apologize for asking so many questions. 

Mr. Lovrr. May I ask a question ? 

Mr. ANpresen. You certainly may. And other member of the com- 
mittee is at liberty to do so. 
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Mr. Lovre. Can any business survive if forced to sell on an open 
market and buy on a protected market / 

Mr. Ricuarps. If | understand you right, I think it would be a 
very difficult thing for him to survive. 

Mr. Lovre. That is all. 

Mr. ANpbrEsEN. Then it is your opinion that import controls ar 


necessarv to not only protect the Government from losses that it might 


have, but nlso to protect our domestic pro lucers of aar’y prod cts 4 

Mr. Ricuarps. That is my opinion, Mr. Chairman. Let me say 
this: Lam working for the Department of Agriculture and [ subscribe 
fully to Mr. Benson's statement that vou read this morning from the 


U.S. News. 
Mr. ANDRESEN. Of course, the Department of Agri ‘ulture. although 


the Secretary and Mr. Davis ind others are new personnel, they have 
to rely a great deal on your judement. I thought if we could eet a 
personal expression from you here, without pinning you down to any 
thing, you understand, if we could get a personal « kpression from 
ou as to what you think l nece iy to protect the American dqdairy 
farmers and save the Government from losses under the support pro 


vram, we would like to have it. 
Mr. Ru HARDS. Mr. Chairman. hiv per sonal Opinion 1s that we need 


import controls certainly as long as we have a price-support program. 

Mr. Anpresen. That is why Secretary Benson already stated, and 
the two cannot work together. Either we are going to let dairy prod 
ucts sink down to the world level, or we are going to keep the dairy 


farmers in the economic pict re of the United States hs we have done 
with other commodities. 

Mr. Grant, do you have any questions ¢ 

Mr. Grant. No, sir: not at this time. 

\Iv. AnpresEN. Mr. Polk? 

Mr. Potx. No, sir. 

‘ir. Anpresen. Mr. Williams? 

Mr. Winttams. No, sir. 

Mr. Anpresen. [ know that you have a dairy problem in your 
section. 

I wonder if it would be possible for you to come back this afternoon, 
Mr. Richards, for a short time. 

Mr. Ricuarps. Yes, sir: I can come back. 

Mr. Anpresen. The committee will stand in recess until 2 o’clock 
this afternoon. 

(Whereupon, at 11:55 a. m., the hearing was recessed, to reconvene 
at 2p. m., of the same date.) 


AFTERNOON SESSION 


Mr. Anpresen. We want to thank you for what you have contrib 
uted to the hearing thus far. We did appreciate hay ing the facts on 
the administration of the law. 

I would like to ask you one question before you leave. You have 
mentioned very clearly the need for import controls. This morning 
I referred to unlimited imports of dairy products. Assuming that 
there is a limit on the imports, what effect do you think that will 
have under any existing law on the domestic-dairy situation on the 
Government-support program ¢ 
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Mr. Ricuarps. Mr. Chairman, it seems to me that with the ordinary 
run of products, the items like butter, dried skim milk, or dried whole 
milk that can be substituted readily for domestic products, that unless 
the limits are either embargoed or at a pretty low level, the imports 
we | ive considerable effect on our pul hases. 

In the case of cheese, however, the situation is less clear. As vou 
know, the section 104 itself, in its amended form, raises some question 
about the competition of various types of cheese, and that has been a 
very difficult problem for us to determine, as to just what effects some 
of the rather unusual types of cheese would have on the program. 
‘| here are all variations of ty pes, as you know very well, and the de- 
gree of competition is pretty hard to determine. 

Mr. Anpresen. On whole milk powder, that is really a new com- 
mod C\ as far as Imports are concerned 

Mr. Ricuarps. Yes, sir. 

Mr. ANDRESEN. —which is evidenced by the tremendous increase in 
2 years’ time. What is your opinion as to the best way to remedy the 
whole-milk powder situation ¢ 

Mr. Ricriarps. Again it is purely a personal opinion but I think so 
lon ras we have a support program the import controls should be on 
whole-milk powder at either a very low level or an embargo. 

Mr. Anpresen. There is a relationship between the so-called nonfat 
p vder and whole-milk powder. 

Mr. Ricuarps. I would say it another way, Mr. Chairman. The 

ried whole milk, or the imports of dried whole milk or any form 
of dried whole milk are simply the butterfat and the nonfat dry-milk 
solids in another form. That is, in one case they are separated and 

e other case they are dried together. It is essentially the same 


Mr. Anpresen. You feel that in whole-milk powder should be a 


very small q iota or an embargo 
Mir. Rrenarps. I think so; ves, sir. Again I don’t know what the 
rseecretary t | nks about it 


Mr. Anpresen. You are speaking in terms of your personal opinion. 

Mir. Ricuarps. Yes, sir. 

Mr. AnpreESEN. We understand that. We will let the record stand 
for today and we will probably call you back again. We will give 
you ample notice. 

Mr. Rreuarps. Could I be excused, Mr. Chairman ? 

Mr. Anpresen. Yes. We would very much like to hear from Mr. 
Ne rton for a | rief statement, 11 vou feel that at this time you would 
] ke to say invth ne about mi pe rt col trols, Mr. Norton. 

Mr. Ne RI x. I have not prepared a statement, Mr. Chairman. 

Mr. Anpresen. Then we will probably call you back again. 

Mr. Norton. I v ill be ol ui to come back. 

Mr. ANDRESEN. Il am romne to ¢ all Mr. M. H. Briel tman, executive 
secretary of the Dairy Industry Committee. Mr. Brightman. 


STATEMENT OF M. H. BRIGHTMAN, EXECUTIVE SECRETARY OF 
THE DAIRY INDUSTRY COMMITTEE, WASHINGTON, D. C. 


Mr. Brigurman. I have a brief statement, Mr. Chairman, just to 
alyly how mterest in this. 

Mr. Anpresen. Mr. Brightman, I thought in view of the fact that 
other menibers of the conimittee are answering roll that | probably 
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would begin with you today and then if the committee does not show 
up here by the time you finish the first part of your statement we will 
recess until tomorrow. 

Il understand that you are representing seve ral groups of the d wiry 
industry. 

Mr. Brtgurman. That is right. 

Mr. Anpresen. Will you give the names of those groups ? 

Mr. Brigurman. The Dairy Industry Committee is comprised of 
official represents tives of the following hat onal dairy associations, 
American Butter Institute, National Creameries Association, Na- 
tional Cheese Institute, American Dry Milk Instit ite, Evapol ited 
Milk Association, Milk Industry Foundation, and the International 
Association of Ice Cream Manufacturers. 

Mr. AnpreseNn. Those are the groups that you are officially repre- 
senting here today / 

Mr. BrianrmMan. That is meht. 

Mr. ANprEsSEN. Do any of the individuals in the groups have any 
specific statements to submit to the committee ¢ 

Mr. Brigutman. Yes, sir. Mr. Russell Fifer, executive secretary of 
the American Butter Institute, was unable to be here because he is 
speaking On the Pacitie coast. He has a brief statement which, if 
agreeable to the committee, might be filed and become a part of the 
record. 

Mr. Anpresen. That will be satisfactory. 

Mr. BrigurmMan. In addition to Mr. Fifer we have several witnesses 
here representing various segments of the dairy industry: butter, 
cheese, dried milk, and so forth. 

Mr. ANpreESEN. Mr. Iifer’s statement will be included in the record 
at this pornt. 


STATEMENT OF RUSSELL FIFER, EXECUTIVE SECREPARY OF THE AMERICAN BUTTER 
INSTITUTE 


My name is Russell Fifer. I am executive secretary of the American Butter 
Institute, a national trade association, located at 110 North Franklin Street, 
Chicago, Ill. Members of the American Butter Institute represent principal 
manufacturers of butter in approximately 40 States of the United States. Mem- 
ber creameries furnish a daily market to over 1 million dairy farmers, 

There are the most compelling reasons for enacting permanent legislation 
regulating imports of dairy products. These reasons fall into two broad cate- 
gories: 

1. Through the operation of the Reciprocal Trade Agreements Act the protec- 
tion historically afforded to the domestic dairy industry has been progressively 
undermined 

2. Support price levels for dairy products, invoked under the mandatory pro- 
visions of the Agricultural Act of 1949, have been and will continue, through 
March 1954, to be substantially higher than world prices of dairy products. At 
these support prices, milk and butterfat are in heavy surplus. This surplus is 
being siphoned into Government stockpile with no disposition in sight. 

All major dairy exporting countries are among the so-called sterling bloe 
nations, or tie their currencies to the British pound sterling. Since pre-World 
War IT, there has been a progressive devaluation of sterling bloc currency of 
42 percent in terms of the United States dollar 

At the same time, under the authority of the Reciprocal Trade Agreements Act, 
the pre-World War IL import duty of 14 cents on butter has been cut to 7 cents 
per pound for the first 60 million pounds of butter admitted per vear. 

The net effect of these changes is a complete alteration of the relationship of 
domestic price levels to delivered cost of foreign butter. Before World War II 
the latter substantially exceeded the domestic price level, except in the rare 
winter period of exceptionally short production. Today butter and products 











DAIRY INDUSTRY 

laptable to the uses of butter can be delivered to this country duty-paid at 
substantially lower prices than the domestic support price. This is now taking 
place in the case of Cheddar cheese, dried whole milk, and dried buttermilk. 
0 the present embargo prevents butter itself from coming in 

\ clea nd pressing need exists for permanent legislation, which would grant 

, e Secreta of Agriculture the } er to embargo as well as to regulate im- 
ports of butter and oth dairy pre These powers should not be limited to 


epartment of Agriculture is already buying dairy products 
vranis As already pointed out, even if the domestic dairy 
situatio s in sound balance, the virtual certainty of substantial imports under 


ns where the D 


port provwr: 


present tariffs and currency relationships ould guarantee chronic surpluses 
pressing for support action The use of such powers by the Secretary should be 
required under carefully spelled-out conditions. 

I essential that new legislation effective June 30, 1953, require an immediate 


end to the absurdity of importing dairy products, while the Government is spend 


ing $2 n ion per day in buying up domestically produced surpluses of butter, 
( ONE l I l tT a I 

For the long period, the Secretary should be armed with the authority to 
ré te and, if necessary, disallow imports, in order to give the domestic pro- 
‘ an opportunity to obtain something more rewarding than support prices 
to prod ct of his dairy herd. 


Mr. Anprrsen. Do any of the other groups have statements to sub 
mit or will they appear personally before the committee / 

Mr. Brigurman. I had a communication this morning of one in- 
dividual who believes that it might be of value to the committee if he 
appeared with reference to casein. I have been expecting him this 
noontime but he has not arrived as yet. He is supposed to be on his 
way to Washington. 

Mr. Anpresen. What is his name ? 

Mr. Brigurman. His name is John Brereton, president of the Shef 
field Chemical Co., one of the largest manufacturers of casein. He is 
appearing for and on behalf of his own company as well as several 
other manufacturers of casein and would appear at your pleasure. 

Mr. LNDRESEN. Whe he al Ves, f you will co ta t me at the time. 
we will see that he makes his statement. 

Mr. I lad 

Mr. Anpresen. Do any of your members wish to appear before 
the committee with a statement? I notice that you have the National 
Cheese Institute. 

Mr BRIGHT MAN. Yes. Mr. Gaumnitz, of the National Cheese In 
stitute; Felix Frederiksen, of the domestic blue-cheese industry; and 
Pete Frigo, representing producers of foreign-type cheeses. In place 
of Mr. Fairbanks we will have Mr. Robert J. Remaley. They are 
speaking in their particular capacities in regard to their own particu 
lar products. 

Mr. AnprrsEn. They will be given an opportunity to be heard. 

Now, would you prefer to address as much of the committee as is 
here or would you prefer to leave it until tomorrow morning ? 

Mr. BrigutmMan. That is at your pleasure. This may be filed. I 
believe that this is an important enough issue that I have tried to set 
forth the interests that we have in this overall situation. Whether 
it is presented now or later is entirely up to you. 

I have just been informed of two other cheese representatives: Mr. 
Felix Frederiksen and Mr. Pete Frigo who will also appear with 
re erel ce to certain specified types of cheese. 

Mr. Anpresen. I have a list: Mr. Gaumnitz, Mr. Frigo, Mr. Felix 
Frederiksen, Mr. Fred Galli, and Mr. B. W. Fairbanks, of the Dry 
Milk Institute. 


RIGHTMAN, IT willbe very glad to do so. 


we 
ww 
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Mr. Brigurman. Mr. Remaley will make the appearance for Mr. 
Fairbanks. 

Mr. AnprEsen. And Mr. Ladrach, of the Ohio Swiss Cheese Asso 
ciation. And there have been other requests that have come in. 

If you will indulge me for about another 5 minutes, if the members 
do not show up we will adjourn until tomorrow morning, but 1 think 
we ought to wait about 5 minutes to give them a chance to answer the 


roll call. Int ie meantime, 1f there > anybody here who \ ints Co Say 
a 200d word for himself, we W il] be olad to hear him. 
I. there anybody present here who wot l lik to make a state 


ment to the committee whom I have not mentioned ¢ 

(No response.) 

Mr. Anpresen. I invited the American Farm Bureau to appear, and 
also the Grange, but neither one responded. I saw a representative 
here this mor! ng of the Farm Bureau. I do not know whether there 
is anyone here from the Farm Bureau at the present time. 

Is there anyone here from the Grange ¢ 

(No response. ) 

Mr. Anpresen. They will also be given an opportunity to appear, 
if they so desire. 

Mr. Reed, do you care to go o1 without the committee 7 

Mr. Reep. It is at your convenience, sir. 

Mr. ANDRESEN. I would rather have the committee here. All of 
vou ventlemen have Important statements to n ake. The record may 
not be printed for some time. Lam satishied from what I heard on the 
floor that we are going to have perpetual roll calls for the rest of the 
afternoon until they adjourn. 

[ am very sorry to discommode you men who have come long dis 
tances. I do not want you to get up here and talk only tome. That 
is not necessary, although I do have an open mind on this probl m 

The hour of 2:30 having arrived, the committee stands adjourned 
until tomorrow morning. 

(Thereupon, at 2:37 p. m., an adjournment was taken until 


Wednesday, March 18, 1953, at 10 a. m.) 
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WEDNESDAY, MARCH 18, 1953 


House or RepreseNTATIVES, 
COMMITTEE ON AGRICULTURE, 
SpecitaL Dairy SUBCOMMITTER, 
Washington. D. C. 

The subcommittee met at 1! 10 a. m., pursuant to adjournment, in 
room 1510, House ¢ yfTic eC Building, t he Honor: able August H. Andresen, 
chairman of the subcommittee, presiding. 

Present: Representatives An lresen (chairman of the subeommit- 
tee), Dague, Lovre, Golden, Williams, Grant, Abbitt and Polk. 

Mr. ANpRESEN. The committee will come = order. 

We will now proceed with Mr. M. H. Brightman, the executive sec- 
retary of the Dairy Industry Committee. 

Mr. Brightman / 


STATEMENT OF M. H. BRIGHTMAN, EXECUTIVE SECRETARY, 
DAIRY INDUSTRY COMMITTEE—Resumed 


Mr. Brichrman. Mr. Chairman, do you wish me to proceed from 
where we were yesterday or start from the original statement ? 

Mr. Anpresen. You can proceed from where you left off yesterday. 

Mr. Brigurman, I aiid al yesterday the various associations 
that I represent in the Dairy Industry Committee. The members of 
these associations are located in eve ry State and are primarily engaged 
In manufacturing, processing, and distributing milk and dairy 
products. 

This organization has gone on record in favor of some form of 
dairy import control, ignore ably of a permanent character. I wel 
come the op portunity ot appearing before this ate to discuss 

e dairy situation, particularly that phase which deals with imports. 

Animal agriculture is the backbone of the pratensis standard of 
living and is our best guaranty of contents prosperity and stability. 
Dairying isa major segment of ouranimalagriculture. It contributes 
about $10 billion ann ually to our nation: Siam and provides about 
30 percent of our farm eash income. About 10 million people are de 
pendent on the dairy industry for their livelihood and approximately 
li, million persons are directly employed full time in the production, 
processing and disti bution of milk and d: ury products. 

About 15 cents out of every dollar the hous ewife spends s for 
dairy products and for this she gets about 30 percent of the "kaon 
she feeds her f: amily. The contribution to our high nutritional stand- 
ards made by the dairy cOW 1S We 1] known to the members of this 
committee. 
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of n Ik t] mm Is now bye hg produ ed. \t Out present rate of pro 
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duction per cow, this wou 
additional 1323 pounds 

Historically, the dairy mMaustry in tft 1S country has been rather 
elf-suflicient. Our imports as well as our exports never reached any 
sizable volume. LD ring the pel od 1925 to the heg hHhhnne ot World 
War IT neither our imports nor our exports reached a volume of more 
than 1 percent of our milk production. 

During the war and fol a short time after, we increased our exports 
vy 4 billion pounds of milk equivalent in 1947. I might 


from en hy cow. 


to near! 
state that much of this was on some form of giveaway program. It 
wasn’t straight out and out extra on a free-trade basis 

Since the war the dairy industry recovered quite markedly in many 
countries, and outlets for dary produ ts from many countries were 
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sought in the United States. This was not on a free-trade basis. but 


Dit ad ol (rovernment subsidies, devalued « rre es, and Gover 


me nt Col trolled Inarketing, 


Lhe sue Thus be in | r sound pol for this country not to 

hye able to control imports while operating a price-support progran 

1 domestie pPolecy ¢ In other wo1 is, should we attempt tos pport 
the world market on dairy prod ets? 

The witnesses to follow me will deal \ ith specihe dairy pr chi ts 

ind also pre nt tor your consideration oul re ommendatic sas to 


\ ve hay deal with the situation. 

Phank you. 

Mir. ANprRESEN. UAre there my qu 
Mr. Brightman 7 

Mr. Williams? 

Mr. Winitams. I am of course interested in your suggestions of how 


can meet this present situation that the dairy farmer finds himself 


lt with the de linine prices and the acute compe tition i the faIrvinge 
yusiness Which is coming from synthete products. What is your sug 
0 is to that? 


Mr. Brignrman. As to the form of legislation are you referring to? 
Witttams. Your own views. 

Mr. BrigurmMan. We believe that there should be a permanent type 
of Jegislation. Section 104 has been of a great deal of help during 
the time it has been in operation. The recommendations which will 
follow will be given by Mr. Reed and express the viewpoint of these 

mous organizations that px ssibly ome amendments to section 22 of 
the \oricultural Act of 1949 nueht be a proper solution to this 
problem. 

Mer. Wintiams. Do vou believe that we should have a stronger em 
bargo on imports ¢ 

Mr. BriguirmMan. I most assuredly do. 

Mr. Witutams. What is the main product that affects dairy prices, 
imported products ? ¢ Is that dried whole milk ? 

Mr. BrignTMan. Dried whole milk has been the oreat problem. lt 
1s probably one of the principal reasons which forced a great deal of 
the butter into Government hands this last fall, because it became a 
rather cheap source of animal fat, or milk fat that was coming into 
this country that we had not prey iously had to encounter. 

Mr. Witurams. That is more competitive than milk or butter that 
we import ? 

Mr. Bricirvan. They are all so closely related, if there was a de 
oree of free trade. it could come in in the form of nonfat solids and 
butter. In this particular case it came in in the form of dried | milk 
n which the fat and nonfat solids were combined in the original form. 

Mr. Anpresen. Will the gentleman yield? 

Mr. WiintamMs. Yes. 

Mr. Anpresen. I might say for the benefit of the committee there 
is now and has been an embargo on lmMports of butter so that no butter 
is coming in. But this whole-milk powder, which contains butterfat 
just as butter, has increased in imports from 24,000 pounds in 1950 to 
37 million pounds last year, which is the equivalent for 1952 of around 
12 million pounds of butter. 

That is what broke the camel’s back and broke the price structure 
on butter in this eastern market which is the main consuming market 
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for butter in the country. It brings the butter down to the support 
price level. 

If section 104 had been propel ly administered there would have been 
import controls on whole-milk powder during the 1951-52 period 


which would have prevented this glut of butter buying by the Govern- 
ment itself. 


Iam hoping that before the end of next week we will have an an- 
houncement that there wv ll « the be al embargo on Imports of whole 
l powder Or a very CPrasi reduction o} Wn ports vhich should be 
leLpT l. 

Mr. Gorpen. Will Mr. Williams yield so I can ask the chairman a 


question 4 
i 


Mr. Winniams. Certainly. 

Mr. Gonpen. Have not foreign producers used this loophole to 
rt lly undermine the etforts of our Government to kee p butter out ? 

Mr. Anpresen. The foreign producers are just a couple of steps 
ahead ofus. 7 hey are also very « lever. I wou ld not say the p roducers 
get the benefit of this support-price program. I feel it goes mos stly to 

porters al | the associations i the different Se that produce 
these commodities for transportation to the United States. 

oar. TOI DEN. Is it not true that under the administration of section 

4, the way that it was applied, that we have not achieved the 
ati uf limiting these imports that undermine industry and pro 
ducers ? 

Mr. Anpresen. There is no question about it. My personal opinion 
is that the law has not been properly admin istered by the former 
administration accerding to the intent of Congress, which we sought 
to write not only into the legislation but also into the congressional 
debate that generally fixes the intent. 

Mr. Lovrr. Will vou yield, Mr. Williams? 

Mr. Winttams. Yes. 

Mr. Lover. Mr. Chairman, let me ask you this: If the law had been 
administered in the spirit in which it was enacted, if it had been so 
administered would we be in the situation we are in today ? 

Mr. Anpresen. [ am satished that we certainly would not have been 
in the case of butter which the Government has purchased since No- 
vember 28, when the full impact of importation of whole-milk powder 
came upon our domestic market, and the Government bought the 100 
million pounds of butter which they have today. 

Mr. Aperirr. If the chairman was not convinced that the law as 
passed by the Congress was suflicient to take care of the-—— 

Mr. Anpresen. The law covered all dairy products including fats, 
oils, and peanuts, and several other vital commodities. There was a 
different philosphy in the administration of the law. The State De- 
partment had its philosophy, t he dairy branch had its philosophy. 
which I think more nearly affected the views of this committee and 
the intent of tha le oisl: ation. 

W e are now suffering, I feel, from maladministration of the act. I 
rht say that the act gave i“ e Secretary of Agriculture and the Presi- 
at very broad diseretionary powers, but also we did write in the 
congressional intent, what es had in mind that the act should 


] 
l 


a 


do. 
I expressed my personal opinion about what I feel. I feel that the 
act has not bee propel ly din tered. We hope to get that straight 
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Are you through. Mr. Williams? 

Mr. Wituiams. Yes, sir. 

Mr. Gotpen. May I ask the witness one question ? 

It seems to me that a very significant statement is made by you on 
page 4, paragraph 2: < 


Is it a sound policy for this country not to be able to control imports while 
operating a price-support program as a domestic policy ¢ 

If that Is the tuation that we are In. can we not almost be destroved 
Uy these imports comme in here and our Government | aving to L) 1 a 
lot of products th at we do not need 7 : 

Mr. Bricirman. The situation appears to be that we have a do 


mestic policy which sets a price at a level up here, and there is an 
import level pe rmitted down here. They are not consistent. If 
were administering a price support law I surely would want to have 
some control over products that might come in to break that down. 
Otherwise we come to a position whereby we are supporting the world 
market, whether it is dairy products or any other product. 

Mr. Gonpen. I am not very well versed in these matters, being a 
new member on this committee, but that appears to me not only to 
destroy the people that are engaged in these dairy preducts but it 
would put such a burden on our Federal Government that it would 
be intolerable and ridiculous. 

Mr. Brigutman. That is my opinion. 

Mr. Anpresen. Will the gentleman vield for an observation ? 

Mr. Goupen. Yes. 

Mr. Anpresen. A situation that you have outlined makes the sup- 
port program, which was intended to support domestic produce rs, a 
worldwide support program which invites imports into lis country 
at a much higher price than they could receive in their own countries. 

Mr. Lovrr. I have a couple of questions. 

Mr. Anpresen. Mr. Lovre. 

Mr. Lovrr. I understand that you are in favor of the 90-percent- 
support program, Mr. Brightman. Is that true? 

Mr. Brigurman. Our organization is on record as supporting a 
price-support program as set forth in the Agricultural Acts of 1948 
and 1949. 

Mr. Lovre. You are fearful, and I think justly so, that if this pres 
ent condition is permitted to continue, if we are flooded with these 
imports, that that in itself will destroy not only the dairy industry 
but also the support progr: im ¢ 

Mr. Brigurman. There is no question about it in my mind. 

Mr. Lover. That is the main issue that you have, 1 think, so ably 
presented in this statement. 

Mr. BriguTMan. J do not see how you can talk about them in two 
different breaths. They are all part of the same picture and have 
vO to be tied more close ly together. 

Mr. Lover E. There is another phase that I would like to ask about 
and that is in connection with the oleomargarine that the Army has 
been buying. Do you have any information as to that ? 

Mr. Brigurm AN. J do not h: ave any very direct con nection. I have 
to depend largely on conversations and what I read. As I under 
stand it the Army field commanders in the field have the author ity to 
buy what they see fit, and within a limited budget. Many of them 





edt tO ving oleomargarine. It seems rather peculiar that 
e} ( l (10 Lyin LW ld de a butter vLLde another one 
} tive product 
It seer to me to be a rensonable thing that more of that butter that 
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Mer. Bri M I did not quite lerstand ve juestion 
Mr. Lover. Can the Commodity Credit Corporation sell any of the 
1»| 1) t fo hv price threat hev so des re, or dont vou Know ¢ 
\i BrightMan. There is a st pulation the law which requires 
at they ill rece ve the oOsts that have beet nvolyve | sO that there 
be no loss to the CCC, but I also understand that in the case of 
perishable product in order to prevent it from deteriorating they 
tispose OF It at any particular level that they see fit. 
| believe there is also another provision of the law which makes it 


for them to dispose of it to other Government agencies. 

Mr. Lover. That being true it is hard for me to understand why 

re | of the Government should be buying oleomargarine when 
mdohavethiss irplus of buttea on hand. 
Mr. BrigurMan. lL agree with vou. 
Mr. Lovre. Do you know of any reason why that condition should 
Mer. BrigurmMan. I donot. 
Mr. Lovre. Have you given any thought to that ? 

I 


Mi RIGHTMAN. Considerable thought. I think that has been dis- 
'y many members of the dairy industry for some time. As a 

itter of fact I had a letter on my desk this morning raising the 
ime question In regard to certain areas mn the Armed I rces that ap 
red to be using, we will say, much smaller quantities of butter, 

h presumably would mean tl ev were using larger quantities of 
ome other product. I am wondering why something was not done 
tbout it 

Mr. Lovrr. Did the dairy industry take this matter up with the 
Defense Dep irtment / 

Mr. BrigHTM \N. It has heen list ussed with members of the De- 
partment of Agriculture at various times, and I believe that many 
ndividuals, as well as organizations, have discussed this matter with 

the Defense Department. 

Mr. Lover. The dairy industry itself of course is vitally interested 
mn it. It isa matter of life or death L am wondering if the dairy 

dustry itself has taken it upon itself to find out why the Army is 
jot buying butter when we have this tremendous surplus on hand 
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Mr. Brigurm an. That has been a perpetual question ever since the 
(rovernment has purchased butter, whether under this program or 
under the previous programs. 

Mr. ANDRESEN. Wil! the gentleman vield ? 


Mr. Lovrr. Y« 


Mr. Anpresen. IT might ac e the gentleman t th ( 
has taken it up. only with the Army but also the Department of 
Agriculture, Hecause the Department doe have the authority now 
nder law to tut OV’ the butter to anv other (rovernment agency 

cluding the Army. and | hope that within the course of the next 
rew days we will have some act on on that 

Price snota element, Phev en sell it it any price fo any other 
(rovernment age cy. Phey uneven eive it away if they want to. 

Mr. Lovre. Mi ( heim l | cannot underst ind t if. his Co 
dition having existed for some time and the facts beine as vou stated 
they are, T cannot understand why we should have thi irplus. 

Mr. ANprESEN. It is difficult to understand. I can tell vou Wilh 

e have the surplus and that s be ause of competitive Imports Phat 

No. 1. Phat started i. 1) if is the whole miuilk powder. 

Phen the p ce Was driven dow) on butter to the support price wh 


required the Commodity Credit Corporation to purcha e all butter 
h orades \ and Bthat was offered to the Government at the support 
price, it is coming in now at the rate of about 2.000.000 pounds a 
day that the Government Is acquiring. 
Twenty four nillion pounds have been turned over for school 
inches. That is gradually goine out of storage from Government 
owned butter. We hope to vet rid of at least 


534.000.0000 pou ds to 
the Army to supplant the 54,000,000 pounds of oleo that wus fed to 
the Army last vear. 

Mr. Goutpen. Mr. Chairman, could Task a question / 

Mr. ANpRESEN. Yes 


Mr. Goupen. I am beginning to recall some place in this bill where 


authority was given to control imports. I think T heard men from 
both sides of the aisle express anh intent of Congress that we were 
10 pass a law that would be effective to protect our Gomestic prod 
tion. 
I do not know when to make the suggestion but it seen to me that 
e oueht to get mn touch w th the leoal department of the Dr partment 
ot Agriculture and our own leva] department and see if we ire not 
rrect in the interpretat on of this section 104. and if o, try to get 


our Secretary of Agriculture to slap that import restriction on and 
not take so much time about it e 

Mr. Anpresen. I might say to the gentleman that the quota for 
imports has been fixed up to April 1. and [am expecting within the 
next few days an announcement on what the import quotas will be for 
the next quarter, beginning April 1. I can assure the gentleman that 
this committee has been busy from the first day that it was appointed, 
and before that time. by individual members working on the propo- 
sition that the gentleman has offered. 

Mr. GoLtpenr. Do you not think that is one solution. if we are sound 
in our opinion of meeting 104 / 

Mr. Anprrsen. Certainly. Unfortunately we do not have much 
to do with laws—— 
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Nin (F;OLDEN Wi have somethin wr lo do wit! policy and the intent 


of Congress, and we have lawyers here to represent us. It appears 
to me that we are sound in our argument that the Department would 
listen to what we have to say about it. 

Mr. Anpresen. They have listened, I can assure you of that, be 
cause | ive talked not only with Secretary Benson and the men in 
the Da ry Bi il and others down here, | have talked with the hew 
Secretary of State, Mr. Dulles. I think we are going to get the right 
kind of administration. 

Qf course, tha ~ what Tam suggesting as to this act ana ny other 


Mr. Polk? 

Mr. Potx. Mr. Brightman, do you have figures as to the countries 
om which these imports of dry milk solids come 4 

Mr. Bricurman. They will all be presented as we take up these 
various products, I do not happen to have them here. They are all 
in tabular form, full statistics on everything pertaining to butter, 
cheese, dried milk and all these various products as these various 


f 


witnesses will unfold the story. 

Mr. DP. LK. We have heard for a number ot years that most of the 
countries of Europe are short of food. We know that most of those 
countries—or at least that is the argument that has been presented to 
Congress—most of those countries needed food from America. We 
have appropriated literally billions of dollars to feed Europe. 

1 am wondering why it is that we have a surplus of dairy products 
certain countries like Denmark we are well aware have problems of 
surpluses—but I am wondering how it happens that there is a surplus 
of dairy products in Europe, if they come from Europe, although 
they might come from Australia or New Zealand or other countries 
I am wondering how it happens that they are able to dump, shall we 
say, these dairy products like dry milk solids on the American market. 

I was wondering if you had some definite information on that 
quest on. 

Mr. Brightman. We will have that as time goes on. I believe a 
definite statement can be made that many of the European countries 
are dep IvViIng themselves of food nutrients in order to obtain dollars 
for some of the other manufactured products which they think they 
need. 

Mr. Por K. We should have Wn the record for the benefit of the press 
the countries from which these imports come. 

Mr. Brigurman. That has been set up in tabular form for your 
iIntormation. 

Mr. Pouk. It worried me quite a bit because 1 know that we have 
been urged to send food to them. Now we find that they are dumping 
a lot of dairy products on the American market. 

My second question is along the line of a question that I directed 
to one of the witnesses vesterday with reference to the suggestion that 


the dairv industry trv to advertise and publicize the value of butter 


asa food. We know that industries manufacturing butter substitutes 
are very diligent in going on the radio and television and advertising 
their products. So far as I know the dairy industry has not done 
very much in the way of advertising the food value of butter as 


compared with butter substitutes. 


Rage: 
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I am wondering if the dairy industry may not have been just a 
little bit lax in advertising butter, in advertising other dairy products. 
If we would so as much advertising as our friends who are pushing 
butter substitutes and dairy product substitutes, | wonder if we could 


not convince the American pnb ie, ana the American housewlfe, that 
she should buy more butter for her family and children. 
[am wondering if you have given any thought to that particular 


field of activity. 

Mr. Brigurmwan. As an industry we might not have done all that 
could be done but there are still sizable amounts being spent for the 
promotion - dairy products, along three different lines: We have 


the American Dairv Association which is a producers’ group which 
obtains money each vear from the SO calle dl checkofl of the amount of 
milk handled in the various plants. That is used to promote dairy 


products on a nationwide basis, and encourage the use of da ry 
products. 

If Vou le tice On thie side of American Railway express tru ks, Vou 
might have seen the signs featurine cheese one time, butter another 
time, ice cream, and so forth. Quite a few million dollars a vear is 
being spent on national advertising as well as local advertising. 

The National Dairy Counc) spends its time, effort, and money in 
working with the professional classes, doctors, dentists. dietitians, 
and so forth to encourage the use of dairy products because of its 
dietary property characteristics. 

The individual companies, many of the larger companies, carry on 
national advertising campaigns. Whether or not they have featured 
some of the products to the extent that they might is a problem which 
isa very live problem within the industry itself. 

Many of the members of the dairy industry, as vou probably know, 
have been called into session with the Secretary of Agriculture on the 
2d and 3d of April. I believe it dien be a live topic at that time as 
to how the Vv can popul: ize toa vreater extent, and adve rtise, and cet 
the story across in a greater tai ated degree than they have in the 
past. Maybe they have not done all that they might, but they are 
very conscious of 

Mr. Pork. You are aware [ am sure that if the American public 
used probably an extra pound of butter per family, each week, for 
about a month, this surplus would probably disappear. 

Mr. Brigurman. No question about it at all. 

Mr. Pork. That is what I am ae about. If we could just 
increase the consumption it would do it. I believe we have under 
consumption of dairy products rather thi an overproduction. 

I do not believe that the American public generally is consuming 
as much dairy products as they should consume. 

Mr. Bricurman. I do not think there is a question about that. 

Mr. Pork. We should try to sell them on that and at the same time 
keep out these imports. 

Mr. Bricurman. It is very true. It has even been reported by 
some people who like to play with figures that 1 extra pat of butter 
a day for 36 days would take care of this surplus. That is broken 
down to a very small amount. 

Mr. ANprEsEN. I might say to the gentleman along with his state- 
ment, that we now have the lowest per-capita consumption of milk 
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d the highest price of milk in history. That is information that I 
ave secured from the Department of Agriculture. 
Mr. Pork. That is all that IT have, Mr. Chairman. Thank you. 
Mr. Anpresen. Mr. Abbitt ¢ 


\I \BBITT. Mr. Brightman, as | understand t vou are convinced 


ecessary to have some control over the importation of dairy 
l NH ar products ¢ 
Mr. Brignrman. That my opinion and the opinion of the asso 
‘ tions that | represent. ' 
Mr. Anpirr. Is your association satished with the language that 
. ection LO4, which T understand expires June 30? 


Mr. BricgurmMan. I prefer to have that answered by the following 


fhe ss Who have dehnite recommendations as far as wording. | 
believe that would answet your question much more fully than I. 
I have not made a particular point of bringing it into my testimony. 

Mr. Appi But you are convinced that we ought to have some 

Mr. Brigurman. Absolutely. 

Mi Anpirr. That is all that I have 

Mir. ANprRESEN. Mr. Grant ? 

Mi (FRANT. Mr. Brightman. I notice Vou state that the Dairy In 


dustry Co mittee is composed of official representatives of the follow 

tional dairy associations, and then you name the dairy associa 
tions I notice that the last one is the International Association of 
Ice Cream Manufacturers. Just as a matter of curiosity I would 
hi} fo asl you if that has any 3191 heance, the word “international.” 


1 hes Nn 1 le to go into other countries ¢/ 


Mir. BriguaMan. They have members from Canada, and I believe 


others in Mexico, Cuba, England, and some of the other dairy-pro 
qucing countries B I probably +s Bn percent ot the membership Is il 
the | ted States | could not olive the actual percentage 


i very sma! 

Mr. Grant. Thank you, 

Mr. Lovee. Mr. Chairman, I have another question 

Mr. Anpresen. Mr. Lovre. 

Mr. Lovrr. Mr. Brightman, you stated in substance that if we 


could induce the American public to consume 1 pound of butter or 
more per week per family that this surplus would be taken care of 
hortly. or words to that effect ? 


BrighitMAN. That is correct 

Mr. Lover. Mr. Brightman, is that possible, so long as you can 
In tter substitutes, 2 or 3 pounds of butter substitutes for the price 
of a pound of butter ? 

Mr. BricurmMan. We all know that the public is very conscious of 
the dept 1 and extent of their pocketbooks, That is a very decided 
factor. Possibly some have not completely followed through with 
their t] Ik rasto what might be best for them. as to whether or not 
the sheht additional cost might not be worth much more to them from 
the standpoint of nutrition and flavor and all the other good qualities 
that dairy pre ducts @ive them. 

Mr. Lovre. That isa sign that we need more advertising to counter- 
act that. 

Mr. Brigurman. I think it takes more than advertising. It takes a 
real { non tl part of the publi that the dairy ndustry Ss impor 


eee 


[cee 
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tant to all of them for its v rious aspects, outside of its nutrition il 
aspects. 

Mr. Anpresen. Thank you very much. 

The next witness is Mr. Otie M. Reed, Washington representative, 
National Creameries Association. 

Do you have a prepared statement ¢ 


STATEMENT OF OTIE M. REED, EXECUTIVE SECRETARY, NATIONAL 
CREAMERIES ASSOCIATION 


Mr. Ri ED. I havea ler ot hy statement IT would like to file. 

Mr. ANpresen. Possibly you would like to file that and talk to the 
committee from your notes 

Mr. Reep. Yes, sir: that is what I would prefer to do. 

Mr. ANpresen. I might ask you, Mr. Reed, if your organization 
entirely a producer organization ¢ 

Mr. Reep. Yes, sir; it is. 


STATEMENT OF OTIE M. RkeED, NATIONAL CREAMERIES ASSOCIATION 


Chairman Andresen, and gentlemen of the committee, your courtesy in invit 
ing me to appear before you at this hearing, and to give you our views regard 
ing the need for controlling imports of dairy products into this country, is greatly 
appreciated A searching inquiry into the position of the dairy farmer, the 
legislation affecting him in all seements of the industry, and other matters of 


interest in developing a strong dairy farming enterprise in this country has been 


needed for some time. More particularly, the most pressing problem we are 
facing at present pertains to the problem of controlling imports of dairy products 
and I wish to compliment the committee for making this matter the first 
order of business 


My name is Otie M. Reed. I am Washington representative for the Natio 
Creameries Association, Which has its headquarters in St. Paul, Minn. The 


National Creameries Association represents and is supported by about 300,000 
dairy farmers, located in the States of Wisconsin, Minnesota, lowa, Michigan, 
Kansas, Nebraska, North and South Dakota, and Wyoming We have some 950 


manufacturing plants, both cooperative and private, associated with our organ 
ization, and are interested primarily in the production and marketing of but 
ter and dry milk solids 

I understand that the major interest of this subcommittee is to develop the 
facts regardil the effect on the dairy farmer of imports of dairy products 
into this country, the laws and regulations pertaining to such imports, and 
Whether import controls of a positive nature are needed I propose to place in 
the record of this hearing the facts which will give this Committee ample data 
and information regarding this matter, together with recommendations regard 
l! thi matter, together with recommendations regarding legislation that thi 
Committee might consider appropriate to the solution of the problems involved 


I THE SUPPLY AND DEMAND POSITION FOR MILK AND DAIRY PRODUCTS 


Analysis of the problems of imports of dairy products into this country will be 
markedly aided by consideration of the current and prospective position of our 
domestic dairy industry with regard to production and consumption trends 

1. Milk production on farms in the United States Milk production on farms 
in this country given normal growing conditions, is expected to remain about 
the same as last year, with perhaps some increase. The year 1952 witnessed 
some upturn in milk production from 1951—production being 115.1 billion pounds 
as compared to 114.8 billion pounds the previous year, although still below the 
peak production of 119.8 billion pounds reached in 1945. (See table 1, appendix 
A.) 


» Nive of the 


and over kept for milk on farms as of January 1, which had declined from a 
peak of 27,770,000 head in 1945 to 26,369,000 head on January 1, 1952, has now 
started on an upward trend. Numbers the first of this year were 23,996,000 


head, up 627,000 head from the previous year. (See table 1, appendix A.) 


hing herd The number of milk cows and heifers 2 vears old 








We expect this trend in 
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milk cow numbers to continue. For some years, the 


rat f « s and heifers slaughtered per year to numbers retained on farms 
for milking purposes have been very high, no doubt due largely to the fact that 
eef and veal prices have been very high relative to milk and butterfat prices. 


However, beef and veal pri 


S not s¢ vreatl nd we m 


es have now declined to the pomtl where the disparity 
ay confidently expect that, as long as this situation 





nues to exist, dairy farmers will cull their heads less severely and veal 
ve f their « es 

( nd I ezu s the per capita civilian 
! tion ov the 1 or dairy pre Butter production has 
"\ ‘ marked decrease from an average of 16.7 pounds per capita on the 
e during tl period 1935 through 1939 to an estimated 8.7 pounds per 
pit nif. <All other dairy mimodities in the table show increases. Cheese, 
erage pel ipita consumptior 5 pounds during the 5-year period, 
1MS>30, was above 7 pounds per capita in 1952. Evaporate and condensed 
K yx 1 consulnption shows a slight increase. Ver capita Consumption 
I vy whole milk is about double the 1935-39 average at 0.27 pounds per capita 
- Ni fat dry milk solids consumption almost doubled during the period, 
nd was about 4.2 pounds per capita in 1952. Per capita consumption of fluid 
d sere hich raged 540 pounds during the 1935-39 period, was 

! l (A) Pours 192 
Iw not attempt to forecast the future course of per capita consumption of 
he several dairy products, since such consumption is governed to a large part 
economic conditions of Consumers pncreases 1 population row th, and the 
ke \s iar as population is concerned, the opinion seems to be that it will 
nt é ») Increase at a rate of about 2 percent per year Normally, this could 
be expected to cause an increase in fluid milk and cream consumption, and per 
haps some of the other dairy products, but worsened economic conditions of 
) imers could offset this factor \s far as butter is concerned, it is impossible 
» determine whether there will be reversal in the downward trend in per capita 


sumption, inasmuch as 


1M on from vellow oleo hi 


NT} 


Production of milk and « 
o’ which we have knowle¢ 
tlicter iring the Wat 


"prOoaduUctio? of major 


The large volume of dairy 


world is shown in table 3 
leimg « ntries outside 

ducth vas 3.8 billion por 

and dry milk production w: 


We are not aware of the 


md weather conditions m 


the whole, it is probable t 


world production 
Lrports and tmports ¢ 


countries and the lume ¢ 





Italy 

Netherlands 
Switzerland____- ceed 
Australia 

New Zealand 


we do not know whether the full effect of the com 
is been fully reflected as yet in butter consumption. 


,ATIONAL TRADE IN DAIRY PRODUCTS 


lairy products in the major milk production countries 
lige appears to have recovered from the damage in 


dairy products in. principal producing countries 
roducts produced in major producing countries in the 
appendix A In 1951, butter production in the major 
the Tron Curtain was 4.6 billion pounds, cheese pro- 
nds, canned milk production was 5.0 billion pounds, 


as 1.1 billion pounds 


» existence of any factor which would cause a reduc 


n world production of the principal dairy commodities, although of course, 


ight cause some reductions from time to time. On 
hat we should expect a continued upward trend in 


if major dairy commodities.—Major butter exporting 
xported in 1951 were as follows: 
Villior 
pounds 


20 
ole 


119 
58 
76 


301 


suuntries in 1951 were as follows 

Villion 

pounds 
101 
18 
39 


99 
oo 


- . 160 
_ = 
a 43 


212 
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It is to be noted that the United States is not normally a large exporter « 


cheese Although urge voiumes were ¢ norted during and for severa years 
following the war, these large exports were either a part of the wat pre al 
to furnish needed foods to our allies, or a part of the postwar program of aid 
to our allies conducted by this Government In 1952, exports were quite s! 

only around 3.5 million pounds. (For details as to the exports of other dairy 


commodities from the major producing countries, see table 4, appendix A.) 
Major importing countries for butter are the United Kingdom, which imports 


by far the greater portion of the butter moving in ternational trade, France 
Western Germany, and Ital With regards to cheese, the United Kingdom 
mports most of the cheese moving in international commerce (See table 4, 


appendix A, for details.) 


iffecting such foreig1 rade are so Closely relate o the needs for eontrolling 
imports of dairy products into the United States that no further data regarding 
such trade will be given in this section, but will be given in the next section 
ale ing with the need for import contre 

Iil H NECCES Y CONTR IN {PO s F DAIRY PI t S INT( 


rHE UNITED STATES 





There are several very good reasons as to the necessity fe exercising 


over imports of dairy products in this country Perhaps the paramount re 








that price levels for dairy products in this country are much higher that 


price levels in other impo! 





t producing areas, and therefore, any program 
lesigned to mntain an o enhance returns to dairy farmers in this coun 


would immediately run afoul of large scale imports unless such imports were 


controlles 

1. lnited States domestite arm programs designed to maintain tneome of 
dairy farn would 1 nipe do obi nlimited imports For many years 
this country has had a farm policy designed to maintain the income of farmers, 
neluding dairy farmers At present, the majo egislation under which suet 
action is undertaken is the Agricultural Ac of 194 This Act, among othe 
things, directs the Secertary of Agri ure to support the price ¢ designates 


t 
nonbasic Commodities, among which milk and butterfat are numbered, at prices 











rr¢ dor |e l to SO reent of tl pu y } ct Vv it evard te misic con 

dlities (cotton, corn, wheat, tobac rice, and peanuts he Secretary is 
thorized to support the price of such commodities by loans and purchases at fro 
iytovap ent of parity, depending upon supply and demand conditions, Unde 
legislation enacted during the last session of the Congress, the Secretary is 
require su ort e price of the basic commod ‘ n ess th Wd pe 
cent of parity through the 1954 growl season 

Vrograms designed to improve the economik position of tarme have e stea 
for many years During the war, the Government pledged itself to support the 
prices of commodities which were needed in the war effort. and which the 
(,overnment prod wed in much larger than normal volumes, for some 
vears after of the wat his was deemed advisable so as to avoid the 
tuation that obtained following World War I During that conflict, American 
igriculture expanded production to a marked degree, and at the close of the 


ar was so overex panded relative to peacetime needs that a very serious farm 


depression ensued, and sted for many years As a matter of fact. durin 








the twenties, when the other segments of the American economy were enjoying 
prosperity, the American farmer was in a very depressed condition indeed His 
rices were low, ind the p ice he hac to pay for the com wodities he wed in far 
production and rm family living remained at high levels, putting him in a 
disastrous economic saue e, a squeeze which ma economists and observe 
believe was one of t] enuses of the depression of the 1930's 

Since the close of pri upport legislation has been continued 
’ has become at f the farm policy of this country. 

» Conflict in don ieu gor and foreign trade policy goals of the 
Govern nt of the United States During the ist two decades, while the farm 
| ev described very briefl n the preceding par raph (1) was being developed 
and applied, the Government was endeavoring to evpand the foreign trade of 


this country through the development of reciprocal-trade agreements designed to 
lower tariffs and remove other barriers to international commerce During all 
this period, there has been a hiatus between the foreign-trade policy goals and 


the domestic farm policy goals On the one hand, efforts were being made to 
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expal | Inmodities om other nds, and on the other hand, efforts 
looane designed to increase agricuitural prices were pushed with 
! ‘ 0 nflict betwee ihe t } rams nd this conflict 
I As far as the dairy farm s concern perhaps the most 
g sofar as Government ct vy in his behalf is involved is 
g to grips ith this conflict of foreign-trade goals and 
i " oa i re y t ao Cleve that this 
( ! gy continue n g i pposite dire ns at the same time, 
! he t renuous effort | ( » bring our foreign-trade 
( { 1 policy il »> some reasona egree of correlation 
{ / ‘ fs ofdairu ynwodil wo ‘) ki the datruy ce support 
Live be n que nm l l e s of dairy products 
! é m price-support pr ra f Arie ait farmers It 
, to s tl th Congress an e administration no othe ecourse 
mp sof farm commodities that are being supported in price as a 
f me farm progra Yo permit unli ed ports under such 
’ . ( e n tl ! pric py ror des \¢ for the 
\ aditl i ner b g t ‘ or the up 
‘ of mers throu ut the world Wi \ r nour belief 
| ! t | endure In e f ng paragraphs, we 
tl ‘ I sid iol Which we ] e tl lgment 
World prices are low relative to prices in the 1 ed States At the 

‘ n ! f the foreseeable future, d product p es in the principal 
exporting ¢ ries outside the Iron Curtain are, and will remain, materially 
b vy the prices prev ing for such commodities in e United States Prewar, 
| I . f this co rv was sufficient » preclude the entry of large 

s of Dp ed dairy prod ~ It is to be remembered, however, that 
I D d rrencies we ther stab d rather freely convertible 
_ he war ition has ¢ need to a very 1 rked degree At present 
e fi he f win 
| ( rencies many countries have been drastically devalued, This means, 
nt Unite St Ss money, that prices were markedly reduced For ex 
my n September 1949 Irrenci¢ vere ce ued around 30 percent by such 
) ! es as Australia, New Ze ind, Netherlands, Denmark, 
nd Norw Prices, in terms of United States money. dropped immediately and 
evere 
Curreney de ition has mace r tarilis largely ineffective. 
Many foreign countries are an 0 secure dollars, and therefore they 
W extend themselves to export cot es to this country, irrespective of 
ether such © odities normal ite an export em to the United 
ni Ss 
Supp rice n the United States are high relative to foreign dairy 
rant t} rhe previous paragraph pointed out that foreign dairy prices are 
mw e to domestic prices \t present, prices of milk and butterfat used in 
! nuta ired dairy products are supported at levels designed to return to the 
\ ! n da irmer 90 percent of the parity price It is to be remembered 
iidit American farmers to secure parity prices has been the goal of domes- 
ic fa ) policy for many vears 

Before the war, efforts were made to improve returns to producers of milk and 
butte it by purchases of dairy commodities, and the distribution of such com- 
moditic QO persons on relief Since the war, starting in 1949, prices have been 

pported by the purchase of such dairy commodities as butter, cheese, and non- 
fat dry k solids. For the marketing vear ending March 31, 1954, Secretary 
of Agriculture Benson has announced that the Department of Agriculture will 

ipport the price of milk and butterfat at 90 percent of parity. To achieve this 
resnlt. the irtment will purchase butter at 65.75 cents per pound basis Chi- 
cago, cheese at 37 cents per pound, and nonfat dry-milk solids at 16 cents per 

und (for details, see table 5, appendix A) 

At the present time, the Department of Agriculture is purchasing butter at a 

e of some 2 million pounds per day, and has over 100 million pounds on hand. 
Che question is, what would the purchase situation be if unlimited imports were 
1 he permitted’ 

I} nswer is quite obvious Most of the butter moving in international 
commerce s was pointed out heretofore, goes to the United Kingdom. The 
United Kinedom has entered contracts with the Governments of Australia, New 
Zealand, and Denmark, to purchase most of the exportable surplus of these 
countries at fixed contract prices. The prices payable under these contracts 


onl 
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are set forth in table 6, appendix A For the current contract vear, prices of the 
best grades of Australia and New Zealand butter are tat 30.2 cents per pound, 
and Danish butter prices are set at 42.2 cents per pound 

The tariff on butter imported into the United States is 7 cents per pound on 


the first 60 million pounds, and fe additional quantities is 14 cents per pr d. 
faking the tariff and adding thereto about 4 cents per pound for costs of ship- 
ping the butter to this country, it is seen that butter could be laid down at United 
States ports for around 50.5 to 53.2 cents per pound This would be about 16 
cents per pound below the support price prevailing at major United States ports. 
Under such circumstances, it is quite obvious that, unless imports were cor lled 
on a quantitative basis, huge imports would be made This would wreck ou 
price-support program 
{. The disposal problem.—Uniimited imports of dairy products we 

tribute very greatly to the already quite difficult problem of dispos of dairy 
products purchased under the price-support progral rhe questic s. bluntly. 
his How do we dispose of the mnmeodities purchased under the price-su 


program * 


Heretofore, it has hee possible te clispose of these commodities j ¢ 
school-lunch program, through resale back to the regular butter trad o foreign 
governments under reduced prices and to programs for giving aid to people out 
side this country (for details varding disposition of dairy products purchased 
under this program since the w: <e ible 7, pI lix A) Howevet a ss 
Congress decides to permit import controls to lapse, so that, r the price 


support program this country would buy up the world exportable surplus of 


butter, what do we do with the butter’? If the volume of butte that w must 
dispose of under the price-support program is greatly increased by unlimited 
mportation, with resultant purchases far greater than they would bave been 
under a program calling for the proper control of imports, then we no doubt 
would add very materially to the disposal problem. It would appear that der 
the circumstances outlined, we would be purchasing the world surplus of butter, 


and then we would turn around and dispose of a great portion of it at low prices 
to countries that would have purchased it if we had not permitted it to be 
mported in this country at high prices, compared to the price prevailing for the 
major volume of butter entering international trade 

There have been many adverse comments in the public press as to the dairy 


product price-support program I would like to point out that, since the war, 
the Commodity Credit: Corporation as sustained losses of S32 million in a 
purchase program costing about S300 millior Losses on butter during the period 
were only S48 million, as compared to cost of about $150 million Inasmuch as 


the total value of dairy products sold from farms was about $4.5 billion in 1951, 
it will be seen that the costs are very sinall relative to the total farm ineome from 
dairying (See table 7, appendix A.) IT will venture to say that, dollar for 
dollar, the dairy price-support program has cost very much less, relative to the 
size of the industry, than the program for any other major commodity 


I\ CURRENT IMPORT-CON TROL LEGISLATION 


Section 104 of the Defense Production Act, as amended, section 22 of the Agri- 
cultural Adjustment Act. as amended, and other legislation having a bearing on 
import control are described briefly below. 

Section 104 of the Defense Production Act, as amended, was first enacted in 
1951. It directs the Secretary of Agriculture to place quantitative limitations 
on imports under certain enumerated conditions. These conditions are if imports 
would (1) impair or reduce domestic production; (2) interfere with orderly 
storing and marketing: (3) result in any unnecessary burden or expenditure 
under the price-support program 

Under section 104, imports of butter and nonfat dry milk solids have been 
forbidden, and quota limitations have heen placed upon the imports of certain 
types of cheese, and just recently upon imports of dry whole milk and dry butter- 
milk 

During the last session of the Congress, section 104 was amended to provide 
that quotas established thereunder could be increased by 15 percent if deemed 
necessary in view of international conditions 

Section 22 of the Agricultural Adjustment Act, as amended, provides a 
mechanism whereby import control may be applied if imports threaten a price 
support or related domestic agricultural program 
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Agreements Act authorizes import controls when serious 





nereased imports resulting from concessions granted 


‘ reement However, the Tat (Commission under the procedure is 
te ke an investigation of the matter Even though it may 
f make a_ fine g of positive injury. the President has the right to decide 
ntre vorts, but is required to report his reasons for his failure to 
(on PSs 
Und ection 101 of the Defense Productior Act, as amended, authority is 
ranted to the President to restrict imports to the extent necessary to promote 
he na efense of this country in regard to the allocation of materials 
We not believe that current legislation, other than section 104, is sufficient 
the per protection to the American dairy farmer 
Under section 7 of the Trade Agreements Act, the procedure is so long and 
volve that the harm would be done before any action would be taken 
Eve f it were ound that damage was done, the President does not have to 
Hie may refuse, and that ends the matter 
sect I of the Defense Production Act is entirely insufficient Similar 
powers were granted under a provision of the Second War Powers Act. under 
vhich imports of butter were prohibited until the act expired July 1, 1951 
liowever, even if that act had heen extended, it would not have sufficed Prior 
he expiration of the act, the Department of Agriculture had decided that 
t d no longer control butter imports under the standards set forth in the act 
{ er trace greements, it is provided that, when imports are controlled, 


a estic prodnetion must be controlled in the same ratio as the control imposed 








on imports In the dairy field, this is entirely unworkable 
M GAINST Ql NTTT rry CONTRO! OF IMPORTS S EXEMPLIFIED BY 
SECTION 104 ARE FALLACIOUS 
It is the ‘ of the National Creameries Association that positive import 
eont with the smallest possible degree of discretion in their application 
re necessary to the protection of the programs designed for the benefit of the 
Amerie dairy farmer 
~ ce they “ae f sect n 104, it has been the subject of continuous attack 
mporters, foreign governments. onr own Department of State, and those 
Sf ns of ft} public press that desir 1 closer approach to free foreign trade 
| t <s section of s st ement. I wis ti nmarize hese ttacks, and te 
t tl T I nded and warranted 
j ree-t le argument a nat import control Opponents of quanti 
t ( I ee ols, such as are exemplified section 104, argu e shoul 
‘ ‘ cle . means of reducing friction between the nations a 
! r standard of ing for all. The free-trade argument has been advanced 
I rs Howeve! while it might be conceded that. under certain con 
I ( rn wo he the prop tl y evertheless an examination of 
t ( ncent ic S n which the free-trade theories are founded indicates that, 
n the « rent 1 e of world affairs, such gou is impossible to achieve Free 
nossible ¢« where (1) currencies are not artificially riggs land manipu 
ad ”) international eartelization of business does not exist. (2) government 
re ce a Manipulate of trade through exchange regulations, govern 
ent-te \ iment agreements, and the like, are nonexistent, and, in the final 
S { 1 free movement of capit and ibor between countries is per 
mitted The free-trade argument, while sounding fine, is therefore seen npon 
eX net t hve mnossible nuniess drast measures are taken to bring about 
the « t ns under which free trade is possibl a situation not to be expected 
T { OePX( future 
2 ["j ( es araqument that da ng is an export industry Opnonents 
of f of positive import controls argue that the export market for our 
a} pro ts rae nd that therefore we should permit unlimited imports 
ey } ther countries will have the ce s fo buy our dairv proeduets This 
ent when competitive dairv ] ducts are considered, and all im 
port e competitive to greater or lesser degree—imost of them directly and 
the ime cor 0 Vv produced this country 
The only nes that the United States has been a large exporter of dairy 
roduet e heen during periods of war, or periods of reconstruction following 
Table &. annendix A, shows exports and imports of dairy com 
s fo he United States during the period 1929 through 1952. Table 9, 


‘ Kr A. S&S ws imports of dairv products. bv kind. 1947—52 





> 
‘ 
a 
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rhe figures given in table S, while showing very heavy exports duri 


riod of World War IL and for several vears thereafter, must be interpreted 





terms of a war economy and trade movements under such economy, rather that 
by interpreting them as being accomplished in the course of normal t f Ou! 
opponents very frequently forge this most important quatiiication regar y 
these figures. During the last w this country had to expan s dairy indust 
very marked der to (1) feed our own Armed Forces and heavy civilian de 
inds, al 2) furnish our allies with dairy commodities which they had there 
tofore secured from European countries which fell under the Nazi assault l 
OV g¢ the wal ur exports were heavy due to the tact that we | i to export 
arge quantities of food to feed the liberated countries until the da ieee 
flicted upon the dairy industry and other agricultm industries | the wa 
uld be repaired iv far the greater portion of this business was fin: ed b 
* lend-lease during the war, and by Marshall plan aid and other grants following 
the wat These huge volumes of exports are not to be cons red as rmal ex 
ports by any stretch of the imagination. We paid for them ourselves 
3. Th raunient that we should permit large dairy inp is i? (le for fhe 
countries to be able to purchase our ¢ rport comnioditics it is sued that we 
should permit large imports of dairy products in order that other countries 
should have the dollars available to buy the commodities which we norma 
export, such as cotton, wheat tobacco, and some others This is sort of k 
robhing Peter to pay Paul. This Nation would gain nothing by ruining the dairy 
industry in order to have a prosperous market for cotton, wheat, and tobacco 
some of the most soil-depleting crops we grow 
Our major agricultural exports are wheat, cotton, tobacco, and fats and oils, 
mainly lards These commodities, on the average, account for about 75 percent 
of all agricultural exports. We submit, however, that to ruin the dairy industry 
to enhance exports of these commodities would be very poor judgment, indeed 
They probably will be exported in any event—at least, they have been for many 
vears Without it being necessary to wreck the dairy industry in order to provide 
them an export market 
t. The argument that other laws are sufficient to protect the dairy farmer 
Many opponents of quantitative import controls such as section 104 authorizes 
have argued that section 104 should be discontinued becnuuse other laws. such 
as section 22 of the Agricultural Adjustment Act, as amended, are sufficient 
The position of the National Creameries Association with regard to this matter 
has been stated in a previous section of this statement It suffices here merely 
to pose the question: If the opponents of section 104 are serious in their view 
that other laws are sufficient, we may assume that they would admit that other 
laws would permit at least as stringent control as section 104 If this is a 
proper assumption, then why do the opponents care how the restriction is accom 
lished’ In our view, this argument in opposition to section 104 has a very 
hollow ring 
5. The arqument that our entire foreign trade in agricultural products ould 
he markedly improved by permitting unlimited imports of dairy commodities It 
seems appropriate at this time to take a quick look at our foreign trade in agri- 
cultural products, particularly in view of the fact that so many people argue 
. 


that we should extend foreign trade in such commodities by all methods available, 
including permitting large-scale dairy-product imports 

Now. it is to be noted that there are two general categories of commodities 
which are imported The Office of Foreign Agricultural Relations designates 
certain commodities as falling in a class called complementary imports. The 
other class of imported commodities are designated supplementary imports 
Complementary imports include commodities which are not competitive with 
domestic agricultural commodities, while supplementary imports compete directly 
with domestic products. Complementary commodities include coffee, cocoa, o1 
cacao beans, sisal, henequen abaca, crude rubber, bananas, tea, pepper, carpet 





} wool, and the like. Supplementary imports include such commodities as cattle, 
‘ canned beef, dairy products, hides, cotton, grains, sugar, molasses, oilseeds, 
4 vegetable oils and fats, and tobacco 


: Table 10, appendix A shows the course of United States foreign trade, average 
1985-39, and by fiscal years 1947-48 through 1951-52. During the prewar period 
: supplementary imports were larger than complementary imports. Since the war 
they have been about the same, except that there has been a tendency for com 
A plementary imports to exceed supplementary imports, and they were much larger 
in fiscal 1951-52. Unfortunately we have no information as to how much of our 
exports, both agricultural and nonagricultural, were financed in one way or 
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er by tl ( ernment. The point is, however, that the value of importa 
( which compete directly with domestically produced com 
! Litie bout the same as those which do not compete with our own produc- 
tior Viewed in this light, it may be said that our net gains from any imports 
of f i 1 lities are negligible fhose that are competitive, and 
v ‘ i nside I degree act as replacements for American prod 
ot nmodities wl h cannot be produced 
i l I l S not to urgu that we should ho have these Compe 
I nos redly should have thei e they contribute 
' e We | y pe vit Llow ( l onsonance witl 
t P cle ‘ W should exy t hhit which we produce 
u ‘ por ha } \ ean pre ‘ liciently « il 
We ‘ ret gains as nation, with regard to foreign trade, on 
the | hat we will export those commodities which we can produce effec 
( ‘ W other 2 nd ort those Commodities in which 
competitive advantage—not an advantage due to artificial 
I { their currency or from labor earning bare subsistence wages. 
VI. RECOM MENDATIONS 
We he that we have stated the case for positive control ove ports of 
dait products during this phase of world affairs, and with regard to our 
d { ¢ farm policy We now wish to give you our recommendations as to the 
f legislation that we would like to see recommended by this subcommittee, 
a ted by the Congress. Our recommendations are as follows 
1. Legislation directing the quantitative control over imports of dairy products, 
0 order of that now contained in section 104, must be continued 
Section 104 should be strengthened, irrespective of whether it is continued 
f ear, or for a longer period, or its principles embodied in other legis- 
li W he t was amended during the ist session of the Congress, the section 
weakened by permitting adjustments of as much as 15 percent in quotas due 
tthonal condition While this might have been a laudable goal, the 
Dep nent interpreted the amendment as indicating the will of the Congress 
thi: mport controls be relaxed. This attitude has led to improper administra- 
tion of section 104. For many months, the Department refused to place any con- 
trol whatsoever on imports of dry whole milk and dry buttermilk. Imports of 
these commodities were expanding by leaps and bounds, and represented a direct 
cil ention of the mtrols on butter and nonfat dry milk solids, For example, 





in 1950, only about 25,000 pounds of dry whole milk were imported. During 1952, 

bout 39 million pounds were imported. Dry buttermilk imports jumped from 

ab 1.6 million pounds in 1951 to 12.5 million pounds in 1952, These commodi 

ties directly replaced butterfat and nonfat solids from domestic production. 

They indisputably contributed materially to the marked weakening in dairy 

product markets which has led to the purchase of such large volumes of butter 
d nonfat dry milk solids during this winte1 


Al egislation designed to control imports should state the principle of con 
tro firn is possible, leaving little to the imagination or discretion of the 
officers administering it We are fully cognizant of the difficulty of writing a 


law which will cover all angles of the problem that it seeks to correct. However, 
we are against the grant of broad discretionary powers in this matter. Ow 





experience that we never get a break when the discretion authorized is 
exer ‘ 

3. Over the long 1 we feel that legislation must be enacted that will repre 
sent a reasonable correlation of our farm policy goal—which as we understand 
it is to secure parity prices for the American farmer, and our foreign policy goal 
pointed toward expanding foreign trade We believe that the time has 
come when the present con in these goals can und must be resolved If the 
current conflicting poiicies should continue, in time one of them will have to 
fall We think that this result can and should be avoided 

lor the last 6 months, a group of us in the manufactured dairy products field 
have been working together in order to develop a program for control of imports 
of agrict ral commodities which will serve as a vehicle for the reasonable pro 
tection of the American farmer insofar as such protection is needed to attain 
the ge f domestic legislation designed to secure parity prices for farmers 
and at the sar time, to correlate our domestic farm policy goal and foreign 
poli goa This group is composed of representatives of the American Dry 


Milk Institute, the American Butter Institute, the National Cheese Institute. 
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the Evaporated Milk Association, and the National Creameries Associatior It 


therefore represents practically all of the major manufactured dairy products 
and most of the producers of milk and butterfat whose output is used in imu 
factured dairy products. 

After a great deal of work, and discussion of the oblem with other organi 
zations, Government officials, and Members of the ¢ ress. we have develore 
a proposal that we think will (1) offer adequate tection of the America 
farmer with regard to the program t up for h ele \ er legisla 
alt gned to s ure parity prices for agricultural Commodities, (2 epresent t 
( ta p alo the road to bringing out corre n \ r domest 
farm po oal and our foreign trade policy goal, and (3) there ring an end 
to the contlict between our domestic farm policy and our foreign trade police 

Our proposal, which we wish to offer to this committee for its consideration 
provides for amending section 22 of the Agricultural Adjustment Act. as 
amended. We propose that a new paragraph be added to section 22, whicl 
would provide that mports of any agricultural ¢ niodit or product thereof 
be limited to a normal level during any period for which a program was in 
effect under any domestic farm law designed to support, direct or indirectly, 
the price of such product We suegest that normal imports be defined as the 


prec eding o Ve 





ar average of such imports, and that imports be limited to this 
level until prices of the supported commodity reach parity and remain there 


3 consecutive calendar months After prices had remained at such level for 
such period, imports could come in without being subject to quantitative limi 
tation, although of course the tariff laws would still apply If prices sank 
below parity, then import controls would again be applied. If it were desired 
to limit imports more than that provided by the normal average or base, then 


the authority of section 22 as it is now could be invoked 

Our proposal makes it mandatory for the Secretary of Agriculture to limit 
imports to the 5-year period preceding the marketing year for which a program 
for any commodity is in effect Application of more rigid controls would be 
at the wish of the Secretary and the President, pursuant to current provisions 
of section 22 

We believe that our proposal has a great deal of merit. We think it is non 
sense to develop farm-price-support programs, and then to permit uncon 
trolled imports to pour into the country, thereby contributing vastly to the 
cost of the program, resulting in our domestic farm programs becoming 
worldwide in scope, increasing costs to an astronomical degree, and in the 
end causing such a revulsion of public opinion that the farm program would 
be discontinued, 

The proposal we have made is set forth in @etail in appendix B. While we 
suggest the 5-year average as the norm of permissible imports, I might state 
that it is the principle involved of relating controls on imports to the achieve 
ment of parity prices which interests us most If some better base period can 
be developed under this principle, we would most assuredly accept it. 

I pass this recommendation to the committee, with the request that you 
study it and if possible, develop a bill along the line suggested and try to have 
it enacted by the Congress. 

Mr. Chairman, it is always a pleasure to appear before your committee. I 
appreciate your courtesy, and if my organization can be of assistance to your 
committee in the development of its inquiry, please call upon us, 
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TABLE 3.—Production of dairy products in principal producing and exporting 
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countries, 
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housand ind 
I Cheese ( edn Dried milk 
Country 
Exports | Impor Exports Imports Exports’) Imports | Exports Imports 
North America 
Canada 544 17,48 0, 653 11,688 | 29.90 a) 1. 136 7] 
Mexico 87 1,014 117 12, 621 
Panam Republi 680 MM 4 300 1 ) 
United States 18, 453 ) 1, 640 2 232 299 2 167. 209 10. 028 
Cuba 2, 570 150 43, 47( R98 
Netherlands Antilles AM) 1, 20K 6, 20K 1 100 
lrinidad and Tobago Wn 1. 400 ga 
South America 
Argentina 7, 9 681 
Brazil 1, 400 s( 10, 006 
Chil 2 RA2 l a) 
Colombia ‘ 
Peru ‘ 
Venezuela 900 600 70, 864 
Europe 
Austria 1, 742 73: 1, 642 1, 309 2 1, 063 
Belgium and Luxen 13 43, 869 1, O18 69, 939 152 42, 564 5, O85 17, 628 
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Czechoslovakia ? 2 (2 
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See footnote at end of table. 
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S other la id operations thereunder, imports of agricul 
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‘ August 24, 19 as amended, or the Agricultural Marketing 
Acre Act of 1937, as amended, or any loan, purchase, or other p ram or 
, ndertake1 vy the De rtment f Agr l re or any avency operatine 
nde dire I nd auth d by tl ws enumerated in this paragraph 
eve \ nt luetion in the amount of any product 
he United S eS ‘ I iwricultural commodity or product 
| , | i r¢ t al { t 
I ha por i ! 1 dity or ] au 
per 1 to exceed, during irk ear for ich a progral 
ad s dire I dire 5 etle nae 
‘ y i ports s b 1 od 
ir period ( ced | rrent ] ye 
! United § f \ f h « no r produ 
c | tterfat ar he prod s there n hich case the United 
rfat vovel reache parity prices as season 
| d for 1 commod or product and re S at h vel for three 
enda onths, (b) 1 higher levels as the Secretary ma 
‘ t to sec i \gricu l Act of 1949: Provided, 
hou That the volume re tion set forth herein sha pply during an 
‘ f vy , / / l the Secretary 
\ | 1 D ld nal q tative limitation 
f he S etary may find nece lu ge the ration of any price 
iny LY ( I , { I A he S f such 
hat 1 f e disposition of any commodit 
( I | j | t the mw edure set f { 
) nd (d ( he ap] ible to e establishmen 
ft all 1 be app qua { ve l itions except in 
se et l \ ] t Le W ( evel 
ed l I ‘ i mrag pl 
‘ he Secreta \ ilture deems it necessary oO appl 
f vi designed to lit mpo to er levels 
n those ed in par iph (a) of this section, he shall so advise the 
P f e Presi er \ here is re n for ich belief, th 
| nve nto be i he United States 
x e) give precedence to investigations under this 
‘ f Snel nvestig ha b cle { due 
) ! ( 1} d shall be conducted 
hor 3 P t shall specify 
If, « he ts nvest ti nd report to m of fi ngs and 
‘ ( wit the President finds the existence 
t n esu fees not in excess of 50 percent 
l \ m ol n article or articles which may 
‘ hd vn from wal ‘ or consumption as he finds and de 
mv investi: n to be cessary in order that the entry of such 
‘ | nder ine ( ve or materially 
‘ witl rogram n referred to in subsection (a) of this 
I lu substantially th mount of any product processed in the 
' er ere Inv suc x tural commodity or product thereof with 
‘ 1 ich proegra 1 tir being undertaken: Provided, 
\ er this sect hi ose any limitation on the total 
q tv of ar ticle or articles which may be entered, o1 ithdrawn from 
I f sumptio1 vhicl ives such permissible total quantity to 
, I é ; than 50 cel the tota uantity of such article or arti 
es W h was ¢ red, or withd1 war use, for consumption during a 
sent las dete I President; and provided further, that 





) 


DAIRY INDUSTRY 03 


in designating any article or articles, the President may describe them by 
physical qualities, value, use, or upon such other bases as he shall determine. 

(d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
tor administrative purposes and for the purposes of section 32 of Public Law 
No. 320, 74th Congress, approved August 24, 1935, as amended, as duties imposed 
by the Tariff Act of 1930, but such fees shall not be considered as duties for the 
purpose of granting any preferential concession under any international obliga 
tion of the United States 

(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended 

terminated by the President whenever he finds and proclaitus that the circum 


tances requiring the proclamation or provision thereof no longer exist or may 
odified by the President whenever he finds and proclaims that changed 
cumstances require such modification to carry out the purposes of this section 
(f) Any decision of the President as to facts under this section shall be final. 
(g) No trade agreement or other international agreement heretofore or here- 
fter entered into by the United States shall be applied in a manner inconsistent 


with the requirements of this section 

Mr. Reep. I am Otie M. Reed, Washington representative for the 
National Creameries Association. We.have our headquarters in St. 
Paul, Minn., and our organization is supported and financed by 300,- 
OUU day farmers. ‘Those farmers are located in the States of Michi- 
gan, Wyoming, North and South Dakota, Wisconsin, lowa, Min- 
nesota, Nebraska, and Kansas. 

In making this statement I would like to say, Mr. Chairman and 
members of the committee, that we in the Dairy Industry Committee 
have been working together in an effort to put forth the general situ- 
al ion covel ing the manufac tured dairy produ ts field, W hich I shall do. 

Witnesses who follow me will vo Into more detail than I shall re- 
garding particular commodities. With so many witnesses both from 
the Government and industry testifying there is of course a question 
of trying to keep the record from becoming voluminous, but I will 
try not to duplicate, any more than necessary for clarity of presenta- 
tion of our statement, figures, and information that have heretofore 
been put into the record. 

L think we had best start off with a short gveneral statement as to the 
dairy situation. As the Government witnesses testified yesterday, 
cow numbers are not on the upturn. They reached a peak of about 
27,770,000 head on January 1, 1945. They declined steadily there- 
after to 23,369,000 head as of January 1, 1952, but as of January + 
1953, they had increased 627,000 head above the previous year to 
23,.996.000 head. 

The increase in milk cow numbers from last year is no doubt due to 
a slow-down in the rate of culling and in vealing calves, so that the 
disposal ratio, instead of remaining so large as it has in the past, is 
now lower. We expect that situation to continue, and our dairy herd 
to increase. ; 

Mr. ANDRESEN. Mr. Reed, during the vear's of the decrease in the 
milk cow population of around | million head, the human population 
of this country increased by nearly 30 million human beings. 

Mr. Reep. That iscorrect. A very marked increase. 

Mr. ANDRESEN. So whatever loss in the milk cow population oc- 
curred, which decreased production of milk to the lowest per capita 
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point we have in this country, was due to imports and competitive 
conditions with synthetic products. 

Mr. Reep. That is largely so, sir. Total milk production reached 
its peak in 1945 of 119.8 billion pounds. That is total milk production 
on farms in the United States. It declined to 114.8 billion pounds in 
1951, and in 1952 showed a slight upturn to 115.1 billion pounds. 

Milk cow numbers of course declined much more than total milk 
production and that has been due to the fact that farmers, by improved 
breeding practices and improved feeding practices have been able to 
maintain their milk production per cow. Asa matter of fact, it might 
interest the committee to know that the production of milk per cow 
on farms in the United States has been on a steady upward trend 
for about the last 12 years. 

The United States Department of Agriculture figures show that 
in 1940 there were 4,622 pounds of milk produced per cow, and in 
1952 there were 5328. Referring to the chairman’s remarks pertain 
ing to per capita consumption, covering the period since 1940—and 
these data are given in much more detail in table 1 of the appendix 
attached to my statement—per capita production of milk on farms 
in the United States in 1942 was the highest during the 12 year period 
since 1940—S79 pounds. 

It reached its lowest point in 1952 at 733 pounds. Consumption 
trends in the dairy industry have been quite mixed, Of course, you 
have heard witnesses testify to the very marked decline that has taken 
place in butter production. Prewar we consumed anywhere between 
16 and 18 pounds per capita. In 1952 it was under 9 pounds. 

Consumption of fluid milk was high during the war years. It has 
been maintained fairly well. I think that is probably sufficient re- 
garding the domestic production situation, Mr. Chairman. 

I would like to go into at this time the reasons which my group 
and the Dairy Industry Committee think make it necessary that we 


continue positive import controls on dairy products coming into this: 


ountry. Just what is the situation as we find it in major milk pro- 
ducing countries of the world outside of the Iron Curtain? We find 
that milk production, according to reports of the United States De- 
partment of Agriculture, in foreign countries of which we have 
know ledge, has recovered from the damage done by the war. 

The latest report that I have available to me from the Office of 
Foreign Agricultural Relations indicates that the major butter pro 
ducing countries in 1951 produced these manufactured dairy prod 
ucts: butter, £4 billion pounds: cheese, 60 billion pounds: canned 
milk, 5 billion pounds; dried milk, 1.1 billion pounds. 

So we see that the production situation throughout the world has 
improved very greatly from its low situation immediately following 
the war. 

The major producing countries, other than the United States, also 
showed very significant exports of butter and other dairy products 
in 1951. With regard to butter, Denmark exported 303 million 
pounds; the Netherlands, 119 million: Sweden, 58 million. These 
are all in millions. 

Australia, 76 million: New Zealand, 301 million. 

Major cheese exporting countries in 1951: Denmark, 101 million 
pounds; Finland, 18 million pounds: France, 39 million pounds: 
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Italy, 35 million: the Netherlands, 160 million pounds; Switzerland, 
11 million pounds; Australia, 45 million pounds; and New Zealand, 
212 million pounds. 

Mr. AnpresEN. Mr. Reed, do you have any figures as to the prices 
which those countries received for the products exported 4 

Mr. Reep. Yes,sir. World butter prices are very largely governed 
by the price of butter paid by the Government of the United King 


tries as Denmark, the Netherlands, Australia, and New Zealand. I 
have here some figures showing these data. In 1952-53, during the 
July 1—June 30 contract vear, Australian butter is under contract with 
the United Kingdom at 59.2 cents per pound of American money. 
New Zealand finest crade butter during the period August | duly 
contract year, Is 59.2 cents per pound i Lnited States curr Ney 5 


dom with regard to butter secured from such major exporting coun 


and similar figures for Denmark covering the period October 1 Sep 
tember 3 contract Vvear are YY cents pel pound, Phese data were 
furnished me Hy the Oilice ot Foreign \o) l¢ ultural R let OS, | nitea 
states Department of Agriculture. 

Mr. ANpresen. What is the support price on butter presently in 
the United States / 

Mr. Reep. The support price until March 31, Mr. Chairman, ts 
6734 cents pel pound on grade A butter. On \pril | the price will 
decline to 6534 cents per pound, basis Chieago. 

Mr. AnpresEN. Then there is a difference of about 25 cents a pound 4 

Mr. Reep. Approximately so, 

Mr. Anpresen. You would have to deduct duty and transportation 
costs ? 

Mr. Reep. Yes, sir. 

Mr. ANpRESEN. So that they would receive at least a margin of 20 
cents per pound if they shipped into the United States under the 
present support program ¢ 

Mr. Reep. We estimate that any of those countries, assuming they 
would sell the product to us at the same price they sell to the United 
Kingdom, would bring butter to this country at about 50 cents a 
pound, all costs and duty paid. on the first 60 million pounds. 

Mr. Anpresen. We have an embargo on it at the present time but 
if that embargo were lifted all of this butter that is bei Oo produced 
in these various countries that you mentioned would flow into the 
United States because of the higher price. 

Mr. Reep. There is no doubt but that we would have very, very 
laree Imports. Kor example, in 1951, with regard to the countries 
of which we have any information—that means, of course, the coun 
tries outside the Iron Curtain we observe international trade in 
butter amounting to about 912 million pounds. ‘That is international 
trade. Cheese, approximately 779 million pounds; Canada milk, 949 
million pounds; dmed milk, 424 million pounds. 

So it is obvious that with that great movement of butter im inter 
national commerce we would very soon have diverted to this country 
from their normal markets a very large volume of butter, cheese, and 
the other manufactured dairy products. 

Mr. Anpresen. And as long as we have a support program for 
butter in the United States, the Government would be required to 
buy all of the butter that is produced here ¢ 

Mr. Reep. That is right. 
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\I ANDRESEN. And let the for on butter take over the market / 
\I Reep. 7] itis might. Phe Gove1 nent would have to buy the 
tre] , s of butte Of course, the amounts J cannot 
fr ist a elv. I do not t inyone can al this time. But 
r( olume of butte tel itional cohimerce, indoubt 
‘ the volumes that we would have to purchase unde} a price-support 


} 


progvra wo a have to1 1! ntot e hundreds of millions of pounds. 
Mr. Anpresen. It would be comparable to the situation in whole 


milk powder where the imports were 24,000 pounds in 1950 and 37 

llio pe Sin Lvov. 

NI REED. (Qur imports would ertainly be astronomical, We think 
{ necessary that the Co oTress COl ‘to a decision and develop a 
program W will protect the price-support programs which it has 

tlect for domestic agricult ( 

For the last ) years there ivi been support programs of one kind 
oO mother. ’ ey ir We purchased considel ible volumes of dairy 
product ; well as many otli ommodities under what was called 
i surplus removal program. ‘Those commodities were distributed to 
persons Oo} elief and. as Ve | reeall, at that time there were very, 
\ rar ©) oft une | ¢ 

Dut ne the war, orcde t re the fullest possible volume of 
rr tir ly of dairy products but a number of other com 

odities. t Cone enact, what has now come to be known as 
price-support legislation. It was considered that for 2 years following 
the the Ame fo) ) es would be protected by the price 

port program. One major reason, I think, for that, was that fol 

x World War I, after a tremendous expansion of American agr 

( re, 4 cet Will is ove Clie ott m tell « totour. arkets. bot] 
( ! DI ad obnel 

Phe result was that for many vears the farmer in this country, with 

\ xt d plant. w n very serious and straitened cirecum- 
tances. Asa matter of fact. I remember when I was at the University 


oT 4 te) | ler Dr. H. R. Tolley, D Polley stated—this being in 
ot ne to farmers, that 


1 | aa one evel nee the ( | of World W i] a The rea- 





: o that th Linder of the economy was operating 
li rp perou mstances al the prices paid DD farmers were 
h ot, t he pl et they rece eq, Were ow, Al t| ey were minder uw serious 

\ number of economists think that that was one of the major con 
tributing fact o the depre rties. In any event, 
the Conecress enacted t] Orice 1 Which was designed 
to on the shock of postwar adjustment for 2 vears following the 
war. Since then, in view of the various circumstances that have de- 
veloped feeding our allies and the like of that, the legislation has 
been continued and has become a rather integral part of our domestic 
gricultural policy. However, while this was going on as far as farm 


noliev is con erned., our international trade policy has heen designed 
to free international trade from some of the barriers that presumably 
reduce the movement of goods and services in international commerce. 

I do not want to argue the case for international trade per se, but I 
would like to state that in handling our international trade policy we 
have had a coal designed In many instances to bring in competitive 
commodities. That is. by the State Department and other agencies 
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ry price-support prograt I also a 1 that it would se 
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or a prod ts, e { es ear 1n 1 nd 
1) m of dis) of ce wlities purchased under price support 

Ac ive heard indicated by preceding witnesses, the dairy ind 

Oo Oo »} idderat on tt develop Ya provran ( lo! tl! 

{ Department of Agriculture Phe disposal problem has not bee 

t mo heretofore. 

I have some figures in the appendix of this statement which show 
the dispositions of dairy products in terms of money. It shows the 
estimate | costs of commodity sold table 7 of ll appendix the otal 
sn les proceed . and the estimated loss O1 Wall lt this connect ou, I 
would like to omment that there have been very numerous state ents 
inn the public press As to the tremendous lo ses that ve may undergo 
In the current price-support program. 
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Br the period January 1, 1949, through December 31, 1952, 
i raing to reports compiled by the Dairv Branch of the Production 
Market 


y \dmiunistration, the estimated cost of commodities 
million. | an roundn y this off, ‘| he total siles pro- 


SPOG 
ere $165 million, and the estimated loss or @ain, in this case 
loss, was $132 million. 

For 5 years of operations, therefore, taking into account all of the 
dairy products purchased under the price-support program—butter, 


se. and nontat dry-m Ik solids this Government has lost $132 
F $132 


llon. ‘That is. up to December 31. 1952. Of this total of 

lion, butter accounted for $48.3 million losses. cheese $25 million, 

fat arv-n | eo] dle Sos Ss million. The losses On Comnere al sales, 
f course, were minute because those were made at prevailing market 


Sites Tol export of all commodities accounted for S55 million 

osses, and donations accounted for $76.2 million. 
A figure of interest in connection with the appraisal of this loss 
heure that | just quoted, is that in 1952. 1 believe. the total cash farm 


come from milk produced on farms in the United States was about 
4 Dit : 

I bmit that the loss figure has not vet become large enough for us 

» be si unduly exercised about t However. that may be, if we 
purchase the world exportable surplus of butter. we will have a dis 


posal pro em that will be magnified manifold. Probably what we 


would end up doing would be to buy this butter that moves in inter 
itional commerce, at our prices, and in order to d spose of most of it 


ve would have to tum around ‘} d sel] it to most of the countries to 
hom it should have gone 1n the first pla e, at prices representing very 
erent. le >to our Government. 


[ think we have covered the situation, and our support prices are 


lite high relative to foreign dairy-product prices. It is of interest 
to note in this connection, too, that foreien prices ire low in terms of 

i onev because of drastic devaluations in currencies that were, I 
think, put into effect about September 1949. 

I think some of the witnesse follow io me in this chair will have 
the act inl amet Is. In anv event. the devaluation ot currencies Was 
about 30 percent in the major exporting countries. ‘That. of course, 
tended to n ke on r tariffs entn ly Hie fective and to make our price 
level higher thar their price level. 

We in the dairy manufacturing field think that it is imperative that 


we havea prog! um which is continuous. Section 104 has been of vreat 
help tous. We naturally want section 104 continued or legislation of 
that character, until we can work out, among ourselves in the dairy 
field, and in cooperation with Government departments and with the 
Congress, more permanent legislation. However, in the problems of 
continuing section 104, or similar controls, we run into many, many 
ments as to why this legislation should be discontinued. P 

If the committee will indulge me, I would like to talk briefly about 
some of the comments that we face every time this question is raised. 
There is first a veneral argument in favor of free trade—that by 
free trade we increase the matel ial well being of all peoples through- 
out the world and decrease international frictions and the like. While 
that mav be eranted, given certain conditions, it is our view that the 
freetraders never really examine the preconceptions upon which their 
ideas of free ti ide are based. 
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As we view the matter, free trade is merely one manifestation of 
the principle of comparative advantage which is an old economic 
principle as you all know, and which means that those areas which are 
best Stl ted to the production ofa viven COMIMOCITY \ 1] produ e lit, 


and exchange that commodity for commodities from other areas 


which they have a comparative disadvantage | produ tion. 

Lio ver, Tree ernatio i trace and tree trade of any kind be 
iwe ven nvolves several things that must exist before you cal 
bisa (one of then S that CULrrencle miu be rather Treely inte 

anveable; that currencies shall not be subject to rigging and manip 
bate trol time to time. Ww ch changes the Values in terms of one 
and the other: that imternational cartelization of business shall not 
GXISt <> t uw voverhninent to government trad ne agrees ents such as are 
exeniplified in the | nited Kingdon agreements With Denmark, \n 


tralia. and New Zealand shall not exist. And basie to all is a fre 


movement of labor and capital resources bet ween countries 
[ think it is quite significant that as far as my knowledge goes, the 
freetrade ive ever come forward with a program wh) h would be 


desig ed to piace the corne Tones necessary to the erectiol ot i fret 


trade edifice Until that is done, while it mav son lL all ris 


2 2 
SI SePHSe TO] ilk abo t if 


We are frequently told that the dairv industrv is a large exporter, 


and therefore it should mport so that the people to whonk we export 
I 
can have dollars to buy our commodities. 


I have some figures on that and the gentlemen who follow me will 
probably have some detailed heures with regard to their own com 
modities. Ll make this statement unequivocally: The dairy industry 
| onifieant vol 


has never, under normal circumstances, exported anv si 
me oO} Its production. 


Prue. we had large exports during World War I: we had large ex 


ports during World War Il We exported lots of cheese. just lots « 


f 
i 
cheese We exported quite a bit of condensed milk, and a lot 


evaporated milk 

\Lv. \ NDRESEN Was not that largely WW dei lend lease or Giveaway 
programs ¢ 
: Mir. Reep. Durine the war it was practically all under lend-leas 
j very bit of it ves financed by the [ nited State i 
Mi \NDRESEN And mderthe Marshall plang f 
Mr. Reep. Following the war the exports of dairy products from 


th) country were finaneed in verv verv laree part by errant iricl 
export programs It is not normal international ti ide in these cor 


modifies under any circumstances 


Mr. ANpresen. I beheve vour fieures will also show that the 
largest percentage of our export that were paid for by different 
tries were the Western Hemisphere ? 

Mr. Reep That is mght. 

So that argument that dairying is a big export industry falls by 
the wavside. Of course. one mieht question what is the benefit from 


exporting \ particular commodity and then turning around nicl 
importing the same thine from somewhere else 

Mr. ANpDRESEN. My colleague. Mr. Grant, has suggested that instead 
ot lett vY all these Imports come to the Unit “lt States from cl tlerent 


1 


countries where they need the milk and other dairy products, we might 
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leave them over 


e to ea 
(hairm I pe that yme witnesses before this 
» into the f th nsumption of dairy prod- 
of Eure It has been my impression, 
( ‘ r prov ( , that from 
ti el] ¢ of its people we should 
prod 1 Europe in the form of import 
eft | nN oul es that e now at a nutri- 
Howe I} f t. | do not have the data 
But I cert ope si witl het this com- 
{ } ‘ i } e@ CAl ll take a 
| be very re o 1 tion to LV 
it Ame 11 e export irket 
rel t obace i certa of the 
1 on expo! rkets fe vell-being of their 
if ( thes X] irkets to eXIsI the 
mpo? 
diar ( ( a that asa like 
pay Pa does not to us to make good sense 
este] 1 most certainly would 
din ! order to provide an export market 
ura ommoditie Asal ter of fact. In normal 
particularly significant imports of dairy produet 
note. if we go back and look at the figures, that there 
onificant export commodities in these markets 
ry the dan di ry, and we do not see why that 
t obtain today . i 
ri ! ot Pal o Ame} in agricul- 
through large-scale imports of dairy commodities 
e yerv ¢ ed The farmers who go out of milk 
3e the Ir prices are to ww based o orld levels are 
tin most S D gy Tt tT) land and their 
ie like lhe idle What they will do is turn to other 
And in long run all agriculture will bear 
ey will have een knocked out, but other com- 
th ! produ {101 irked|ly reased asa result. 
efate) nt. Nir. ( 1 ' | W ld like te ive 
regarding o1 | ted States foreign trade. There 
Imports of 1g ultui i commodities, as defined by 
on Ag ltural Relations We have supplement- 
ipple lentary mports re mports of commodities 
rect mpet ve th American produ ed com 
mport rI¢ ommodities such as tea. coffee and the 
it prod ed this country and which do not com 
mport position Liance, SI pplement wy and com 
rts just about balance except for the last 2 years 
il Import 1ave been somewhat above our supple 
I think the signifi int point is that our supplement 


st offset. t] 


| 1 
S problen of 1! port controls, ven 
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n ports al le complementary, 
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priate to controling dalrv products suficiently to protect the Amer 
can dairy farmer. One of those Is section 2Zv of the \oriculture \d 
ustment Act, as amended. It provides the mechanism whereby im 


port control may be applied if imports threaten a price support or re 
ited domestic agricultural program. 

However, Section “Za it s now drafted. carries very broad { 
cretionary powers, mhner LTnpose tnem pol the secre ry of \orl 
culture and the President. ie procedure, to vive vou a thumbnall 
seteh, nvolve otineation of the Pre dent bv the Secretary of 
\oricuiture, and a nvestigaty bv the Tarth Commission and a 
hndinge as to whether or not anv dar Wwe Is beING Ca ed to the aome 
tic program. If the finding that the damage does result, the 
ports thay be col trolled throue the establ nent oF quotas and im 
port fees However, as v end section 22. we do not believe that 
invbody has to move. ‘J Secretary might not, fe ome reason or 
not er. have 1‘ ( to believe ft it the art | it would be Hi 
ortes ( ld en ( Lada o' i Tour donnie provTram ! I Ih 

( oO netio vould e requestes i} | ] y eftermine 

tie permitted to, that ne ective OF Tlie na 0 ecu either 
mpose the controls recommended, or fail to impose the 

Mr. Anpresen. Mr. Reed, t not a fact that under section 22 the 
lamage must have occurred and large-scale imports entered the coun 

y before the Secretary ot \o) euiture or thie Pr cle t will take 
vction / 

Mr. Reep. We are very much afraid that that is the Way it will work. 
Section 22—I do not have the full informati here as to how often 
ft has peen nvoked, but it ha Heen mVvoKed very 1 ively, Lhe pro- 


edures. Mr. Chairman. are so long-winded and so lone-drawn out, 


that the damage cot ld very well be done before anv action were taken. 


However. t} ere > another section, section & of the ‘| rade Agree- 
ments Extension Act. as amended, whieh provides tor Y day action 
f thev decide that the ease is such that damage will result. 

| think here, Cons dl ring the ippheat on of a broad law of this 


ifture., we must tule into account what the attitudes of whatever 
executive branch we may have would be toward the situation; the 


attitudes of the agencies involved in the administration of the section. 


Heretofore the ittitude has bee! one of « Xpal du go foreign trade and 
the problems involved in the relation between expanding foreign trade 
ind domestic agricultural price support programs have either not been 
onsidered, or if they have een considered thev have been brushed 
aside. 

There are certain other laws, one of them being section 7 of the 
Trade Agreement s Act. w hich author IZes Import controls when Ser1ous 
injury is threatened by increased imports from concessions granted in 
trade agreements. Under that the procedure is very, very timecon- 


suming. 


It has been suggested that the provision | forgot the exact desiona 
tion of the pro\ ISIOn ot the old Second War Powers Act be reenacted 


1 


to handle this situation. I would like to point out that that act expired 
n 1950, I believe on July 31, and that was at the time section 104 was 
enacted. 

Although butter had been under e1 bargo under the provisions of 
the Second War Powers Act since the close of the war. at the time 
section 104 was passed the Department of Agriculture had indi ited, 








he 
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d I believe they had indicated it to a House Agriculture committee 
hearing, that they were not going to; they could net apply the embargo 
authority under that act the way it was drafted, which was the reason 
? eCTIO?) 104 hy li 


i ¢ instituted by the Congress. 
Mr. ANDRESEN. Phat is ‘correct. lm QE Say this, with reference to 
; othe ectrons of law to wl ch you have referred : The time ele 
ent enters into each commodity that is considered. The purpose of 
ection 104 1s to Loe k the barn door be fo. » the horse s stolen and get 
ediate act to prevent any damage. 


al ACUI | 

Mr. Gonpen. Mr. Chairman / 

Mr. Anpresen. Mr. Golden. 

Mir. GoLtpen. | would like to ask you a question and have Mr. Reed 
olument on it, too, if he has a view. 

As to section 22 and section Ss. on trade avreemenhts, are we not sul 


aqering to the executive bars h of Government our duties as legis 
so spell out in the law the protection that we think our people 


ought te have ¢ 


Mr. ANprRESEN. Of course, T am in thorough agreement with the 


itemel Phat has been done and that began in 1954 


ntiemahs s { ; 

the Ree Iprocal Trade Act was passed, where we surrendered the 
tariff makin Oo author ity to the executive branch of the Government. | 
did not support it and IT do not support it now. 

Mr. Gotpen. What is your comment on it/ 

Mr. Reep. The same as the chairman's, sir. The various clain’y 
groups have for years thought that the Congress did do just what you 
sad 

Mr. Gotpen. It would be better to spell out some permanent law 
that is thoroughly considered by the legislative branch of the Gov 
ernment and let it go at that, instead of handing it over to the 
executive. 

Mr. Reep. We think that any law that is written must be written 
o that the exereise of discretionary power 1s very, very limited. 
Otherwise it has been our experience that when the diseretion is 
exercised by the executive bran 
aqustr 
Mir. Gotpen. Is it not a basic concept of this Government that the 
Legislature writes the laws and the Executive administers the law / 

Mr. Reep. That is my understanding, certainly. 

Mr. Awnpresen. I might add to what the gentleman has said. that 
tariffs today mean very little. It Is stated by experts that we how 

ive the lowest tariff duties that we have had since L789, 

With the prevailing pract ce in most of the forelien countries to 

s tariffs really do not mean anything. We 


. h of the Government, the dairy in 
v does not fare so well. 


devalue their currencie 


t have quotas ol nn ports hn order to protect the domestic pro 
wers. IT have a good illustration in mind, two of them: in the first 
pla e, at the insistence of our Government in 1948. all the forelg) 


ntries In Europe devalued their currencies 30 percent, so that the 
\merican dollar would buy 3 percent more In those countries on the 
basis of exchange rates. Phe British pound went from S4 and some 
cents, down to 82.80. So did currencies in other countries go down. 

The latest illustration that we have, that I have come across, is 
what Argentina has done on cheese. The prevailing rate of ex 
change is 10 pesos for a dollar. In Argentina recently, for the pur 


pose ot vetting rid of then cheese, they raised the exchange rate so 
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that instead of getting 10 pesos fora dollar, they give 11°, pesos for a 
dollar and you can buy that much more cheese, when shipping to the 
United States. They want to dump everything they have on the 
American market. 

I think Mr. Reed will bear me out on what I have just stated. 

Mr. Rerep. I think that is corre U, SIP. 

We would like to vive this committee certam recommendations 
We have told you and the other witnesses I think will further em 
bellish the case—-why we think positive import controls are a must. 

Section 104, of com se, expires June so. We have these recommenda 
tions: Iirst, legislation dire ting quantitative control of WNports oO} 
dairy products, on the order contained im section LO4, must be con 
tinued. We think section 104 should be strenethened irrespective ot 
whether it is continued for only 1 year, or for a longer period, or its 
pl inciples are embodied in othe legislation. 

The reason for that, Mr. Chairman and members of the committee, 
is that ow experience over the last vear, the last 9 months with the 
administration of section 104, has been pretty disappointing. As you 
vill reeall when the act was amended last vear, a l» percent overage 
Was permitted in the quotas established in view of international re 
lations. The Department of Agriculture—I do not want to sound 
too critical of the Department, but Tmiust say a few things that would 
appear critical—apparently took the new provision of section 104 as 
indicative of the will of the Con o1ess that liport controls should be 
relaxed all the way down the line. 

What has been 
dry milk fat solids iive been uncer embargo pres ously, But ports 
ot dried whole milk and ot dried buttermilk, Which as Mr. Richards 
indicated to vou yesterday, directly replace domestic butterfat and 
nonfat solids, have been increasing by leaps and bounds. 


oing on in the meantime’ Of course butter and 


Oo 
h 


P 1 1 ] 
In 1950 Imports ot dried whole milk were 25.000 pounas: the 


were 9QO0O0 000 poul ds in I95L: and thev were 357-odd million pou as 


in 1952. 


} | 


One of vou ventlemen usked., where did these Miports originate é 


In 1951, according to information I have received from Government 
sources, Australia exported to us 2,067,000 pounds: Denmark was a 
fairly large exportel of T3000 Pouncts the Netherlands LOO IO 
pounds ; and New Zeal: ind POL OOO pou nas, 

since nothing was done to control these Npor » thes weht up Poul 
times in 1952, and the eotition of the countries was about lke th 
Denmark exported to us 2,355,000 pounds ; t a ther | mds 10,692.00 
pounds; New Zealand 12,816,000 pounds. 

Here Is anh example of how these things WOrK, Sweden, which 
theretofore had not exported any dried whole milk to us, exported 
to us last prsore erie nigel “escent mn 1952. The efforts to secure control 
over these ports or to have t] » De partm ent ti ike control over these 


mports were started, as far as 1 am concerned—I made my first 
formal presentation of the matter to the Department | believe o1 


June 6. of last vear., atte) having talked it ovel theretofore. Nothn oO 
was done in controlling these ports unt L Jan ary, when a quota 


vas started for the first quarter of 1995, 

It is very interesting to note also that in the establishment of that 
quota that in the first quarter of last veal of 1951. rather we mm 
ported 4,702,000 pounds of dry whole-milk powder. The quota that 








established on dry whole-milk powder for the first quarter 
Vos 6,000,000 pounds. We have hopes that the Department 
reverse this trend licated by the action etlective January 1, 
xtended quot because you can readily see that if that 
ed the remain hg quarters of this year we can 
| i lot ore this year thal we cid last year. 
Wi ive . Tew other commen We think, as | indicated, that 
ection 1LU4,. Oo inv le@islation similar to it which the Congress may 
be tightened enough so that there is very little discretion, 
ot L\ { vs ke tha tppehing 
()y I » lon og in I do not kK OW just What the timing can be 
e ft it leg tion must be e ted that will represent an effort, 
t, to correlate our farm policy goals in this country and our 
tional trade policy voals, al d that there be established, from 
{ ft all branche Tt the Government, a Government 
FAramMg SV le tuatio 


[f we do not take the conflict between the current farm policy goal 

the foreign policy goal out, if we do not solve that conflict, one 

e programs sometime going to have to give way. If there is 

erit in treeing international trade from barriers, and if there is 

merit in the farm price-support program, then we think it behooves 

the Congress to put into effect a iegisiative atmosphere wherein these 

wo programs Ca work. We think it can be done. For the last 6 

gYroup of us 1n t] e manutactured dairy products field have 

been working together to try to develop permanent legislation to con- 

rol agricultural imports in view of the programs that exist for domes- 

(merical iericulture. 
Mr. Anpresen. That will take in all agricultural products? 
Mr. Reep. Yes, sir. 

L happen to be chairman of a subcommittee of the Dairy Industry 

Committee which has been working on this problem. It is an intri- 

ite problem and there are many, many contradictory interests, of 

rse. throughout the whole of agriculture. But we believe that it is 

) je to get t s job done. The group which | just mentioned is 

omposed of representatives of the American Dry Milk Institute, the 

\merican Butter Institute, the National Cheese Institute, the Evap- 

‘4 


ted Milk Association, an 


National Creameries Association. 

[ think we are also supported in our efforts by all of the remaining 

embers of the Dairy Industry Committee. 

We finally have evolved a tentative proposal which we think can 

ised as the guiding principle in bringing together the goals of our 
foreign policy and of our farm policy. Unquestionably—at least that 
Ss the way we feel the policy of the Congress with regard to domes- 
tic American agriculture is the achievement of parity prices for the 
farmer. That is what all of our programs are designed to achieve. 

We think, then, that if this policy is to be achieved, some method 
must be found of fitting a foreign-trade policy, designed to free in- 
ternational trade of its barriers, to the farm policy within the limits of 
the goals of the farm policy. 

What we suggest—and I have made this appendix B of our state- 
nent—is that at this time, as far as we have gone, we think the most 
yppropriate method would be to amend section 22. <A number of 
farm organizations believe that section 22 as it now stands is entirely 
sufficient for the purposes of the dairy industry. 
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| might indicate t iat those organizations are not me mbers of the 
dairy industry but some of the gene il farm organizations ive 
feeling. 


So it was our \ \ that if 4 ley fee] that way ib ut Section 


would leave them with their part of section 22. but far as we al 
concerned we think that the Congress ought to provide that whenevs 
we have al farm program in operat on to support price er any ol 
our domestic agricultural laws. that imports should be mited a 


most to their normal flow. 
Defining that norm isa problem. We have iggvested the precec 


p-year average. But that in anv event import ot he ne Litte to 
xceed their previous norm l our price each paritv. Once ! 
prices reach parity d rema ere fol ( ) l e ca 
sure that itis a rather continulng proces } r 1 } ] L marke 
uwberration mn the irket, { rn ¢ intitatiy tro | be removed 
Once our pl ‘ ink belo »s) 1 he 0 mp 
We feel that with that k nd of leo sia Vi | be able to say to « 
ilé¢ I l to people vho ai nierested ¢ oy trad it 
the foreign-trade policy is all right. It proceeds, however, only aft 
this level is reached, and that it ll not be used to tear d 1 dol 
tic program authorized by the Congress until the goal of our domest 
legislation has been achieved. 
Gentleman, we w sh to pa this suggestion ¢ to vou. he members 


l 1 


of the Dairy Industry Subcommittee that I have just named ar 


full support and agreement on it. 
I think that concludes my remarks. I want to say, Mr. Chairn 


that it is always a pleasure to appear here. We think it is a grand 


thing that not only the House but the Senate is making a full inqui 
into the entire da ry situation, We want to comp! ment you for hav 
ing picked out as your first area of Inquiry the most pressing probl 
right now. which is import control. 

If we can do any mor to cooperate with your committee we will be 


most happy to do so. 

Mr. ANpresen. We thank you very much, Mr. Reed, for your excel 
lent presentation. We may want to take the liberty of calling you 
ce : : 
bac 


K acvall to d = 3s detall connection with the recomme! dat oO! 


made by your con mittee 
Mr. Reep. I am entirely at your service, sir. 
Thank you. 
Mr. Anpresen. Mr. Holman, of the National Milk Producers Fed 


eration, will testify tomorrow. In view of the fact that we will not 
be able to meet tl ifternoon, I thought we might want to go ona 


little while longer so that we can hear some of the commodity 
witnesses 

The fin ( Cre 
will be represented by 1 
Institute. 

Mr. Remalev. I notice that vou have quite a lenethy statement. 


vill call on will be Mr. B. W. Fairbanks, who 
obert J. Remaley, of the American Dry Milk 


Co med 


Mr. Remarery. It will take about 20 minutes, sir. 

Mr. ANDREsI ine House 1] “Oo Into session 11 about 10 or | 
inutes. Iwonder if it will be possible for you to put the statement 
nto the record and then talk to the committee from your notes and 


talk extemporaneously 2 
Mr. Remauey. Yes, sir: I can do that. 
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2. Importations of dry-milk products diverts a portion of our milk supply to 
he manufacture of products purchased by the Government under the support 
program thereby increasing the Government’s inventory and placing added 1 
len n the taxpayer 

>». The elimination of imports of dry-milk products is not incompatible th 

ir commercial export trade We are not competing with the major eXporters 
of dry-milk products except in areas deticient in dairy products and in areas ich 
have been historically American export markets 

fhe total value of imported drv-milk products s nsignificant t the total 


export-import trade between the United States and the major importing countries 


Control of such imports may hurt small segment of the population of the 
countries of origin No controls will hurt the United States dairyman 
! FEC ( IMPOI ATION OF MmY-M RODUCT ‘ i \ ) RY SUI Ly 
During the period 1950 through 1952, imports of dry whole milk incre: 
24.900 pounds to 37 million pounds,” dry buttermilk solids have ir 
BO.000 pounds to 12.500.000 pounds md nontat dry k solids have decreas 
fro 2 OVO Pp na to STO.000 pounds During th period, the Seeret: 


\ culture, under authority of section 104, Defense Production Act 























Ine \ por ontfat dry : lids on August 9, 1951, 
iil rts of ed ( ( ds and subs 1¢ milk or cream J \ 
Pe Dawe Doce I yf) Poros, € I) ead ‘ I } ts of di \ t 
| el I dl erenin rhe quotas established for he 
eriod ending March 31, 1953, are 6,000,000 pounds of dry whole milk, 2,150,000 
rv buttern y Solid and 35.000 pounds of dryv cream These quotas 
I lat hi e bee est shed wh earlier than thev were, and it our opinion 
he ports of dr) k products should have been prohibited in the interest of 
qhal Ippiy pric ire 
1) milk products can be used in dairy, confectionery, and bakery products as 
ce of mill lid \s long as these products are dried from domestically 
Luce k, there use does 1 effect the I supply and consumption of 
k So . lloweve if imported « milk solids are used in the manufacture 
American for he wi isplace milk solids produced on United States 
I ) tion dry k produets has the ime ¢ ect on the overall dairy pply 
<= the portation ¢ d wt e or separated mill kor eXample, the 37 m on 
pou 0 v whole milk imported in 1952 equivalent to 267 million pounds of 
fluid milk containit 3.95 percent butterfat from which could have n made 
131 n pounds of butter and 26,500,000 pounds of nonfat dry-milk solids 
Similarly the 12,500,000 pounds of d buttermilk solids imported represents 
937.000 pounds of butte nd 11,500,000 pounds of nonfat dry ilk solids 
Quotations for imported 28.5 percent butterfat dry whole milk and 12 percent 
mitterfat dry butte olids have been obtained for June 1 Augu 152 and 
February 1 ) and compared with the average bu price of the nearest 
nparable dome pre ‘ for M nd Julw 1952 nd January 1953, 
We have tr ated these prices into terms of gross return to the manufacturer 
per 100 pounds of anufacturing milk having a fat content of 3.90, and a non 
t solids content of 8.953 percent (February 1953 average \ point of reference 
was obtained by ca ting a similar v: e for milk based on the suy t pur 
ose program for e! nd not dt nilk sol < 
We find f1 hie vie n hat 100 pounds of manufacturing | 
eturn to the ‘ rer S4.( e made | ral ne dry 1 } 
nd sold it all to e Gove nel inder the 1952 support 
] Mav of 1952 domestic dry whole milk was sellir ce of 
ipproximately 40 cents per pound, \ h represented a yinds 
of manufacturing n of 85.44 I rted dry hole cents 
per pound which represented $3.63 r¢ n per 100 pounds of of 
1953 domestie dry whole milk averaged ay nate 7 cents per poun nd 
nported 35 cents pe pou I etur ind S4.71, resp ¢ 
‘ nme A—-T. A-ITl 
Se dixes A—IT, A—III 
See annendix A—I% 
See appent i 
See appendix F-2, Av ges Ot I I S. D. A t ( 
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Suc ce ‘ Swede D Net] d New Z 1 } 
cnaile! | 1) ) P ree ‘ 
l rket In 195 e ¢ ort ( 0.000 | ww hie 
69,180,000) pound ( 1952. 42 OAK) pon hes re 1 further he 
Japan, and the Philippines In the maintenance of esas lk m1 6 , 
extremely lnerable on ve hle t ( e 
prices in these areas 

The magnitude of our ex for nonf Is 

rosslV exacvel ed I P ta ret nit 
we export 395,100,000 pound } eB ‘ 
exports amounted to only 105,700 0) ch 52,000,000 pounds were ¢ 
to Central and S { American cout es and 20.000.000 7 nds to J n whe 
ich of this ar v . ed I r A in tt S I 

ed tha he great of ‘ kets is ‘ ho . 
United States export marke c's \ rica, the Pl virne J 

Our position e ing il | ¢ 
export trace We I no I ! tiie ( yor 
products except in areas which ‘ v sl of I rodu i 

t which } e been | ca ( expo i | 

RELAT IMPO A I \ I } pI 

The total amount of dry mill rod mported insignif nt in comy 
with the total amount of dry mi products produced In 198 the vear of 
largest imports. the 37,000,000 pounds of dry whole milk and the 12,500,000 pout 
of dry buttern solids amounted to only 3.7 percent of the total produc 
all dry products of milk; 0.001 percent of the te l amount of n 30 s nol 
and 0.0005 percent of the amount of butterfat ed in manufactured dairy pre 
ucts.” But when we look at the other side of the picture, we note that ¢ 
000,000 pounds of dry whole milk ilmost 44 percent of the total production 
drv whole milk and the 12,500,000 pounds of dry buttermilk solids represer 
almost 25 percent of the total dry buttermilk solids productior From the st 


®& See appendixes B-I, B-II. B-III 
See appendi ¢ B-IV, B—V\V naB 
See append ( II! 

See appendix D-I 
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nt f tl f tire d e producer 10 are dependent upon the best 
inke these products, these ports are of serious concern 
\ I n in table II, the total value of the imported dry-milk products are 
‘ ed ‘ ) DDO? trade between the United 
| lune 4 ) ft dru ke pre ts. 1950—52 ron 
“er hess oreeunel 
lexports 
{ 0 
( ring these dollat ilues t e total import-export business which 
€ ol if th the United States the amount of dollars which they obtain 
ese l : ical the whole 
Lhe | ige and total dé r value e quite small in relation to the 
s for e internationa race f an dividual country or to the same 
for ( rid internatior trade In fact they are so small that we have 
ff { nderstanding how they could possibly be a threat to the national 
! ry hey cou he re nably used by any country to 
precipitate problems in foreign relatio1 We are aware that they have been so 
ed I vd ted that the rt restrictions on the dry products of milk 
vol i hardship on tl ndividu dairymen in a foreign country, but we 
point ut that if these products are permitted to come in, they work 
ir da mel | re dairy products w have to be bought 
‘ ‘ ort gram at the expense of the taxpayer in the United States 
We do not believe that it is an ¢ nplification of the problem to state that the 
be res ed hich d men are e going to hurt, our own or those 
‘ hich are now « rting dry-milk products to the United 
‘ e of ese | e protested against the restrictions imposed by the 
nited States, have never had a historical market for these products in this 
If « ete import restrictions are placed upon all dry products of 
utry cannot be accused of depriving them of an established market 
\ i if complete import restrictions of these dry-milk products are im 
| eX he deprived of the development of a new market in the United 
S : We] »no objections to this country being a new and expanding market 
roduets from foreign lands when needed and wanted We submit that in 
( t the dy products of milk we do not need those of foreign origin as we 
‘ ve] igh to sat our own domestic economy 
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APPENDIX A-I Imports, dry whole milk, 1952 
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APPENDIx B-ITI Erport, dry whole ) Ik 1950? 
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\PPENDIX B-IV.—Heports, nonfat dru-milk solids, 1952 
Month and country oe Valu Vionth and country o ee \ 
destination : t } 
Januar Maret 
Mi ( 45, 62 £04, 599 Me ‘ 1. 226, 9 $212. 03 
Cuba 2 if ’ Cuba 8, OF ye 
Philippine Re 8, 4 i&, G60 Venezuela ( 608 
Japa 6, O40 OY, 44 Let ( 28Y, 2 124 99 
Other countri 214. 401 2 91 Isra Palestine s 14 } 
Jay 140, SEK 2. OF 
rotal & OF] Ont, 14¢ Othe intrie 6 (9 { Q 


February Pot 4,305, 47 670, 249 


(a sa 6O7. ™M 





pees 


k 


Mexico 626, 250 109 Ay 

Cuba 254, 260 43, 605 M 1, 122, 050 104 ) 

Venezuela 82, 47 004 Ist Palestine 5S 8 

Italy 1,04 4,09 Japa 2, 445, 28S $27, 94 

Yugoslavia sé 2 Bot] t Othe int 204, IRR 54 904 

Lebanon 136, 480 418, (01 

l e]-Pale me 17, 46 ios lot 4.415, 21 THH. 849 

Philippine Republic \. 74 4] 

Japat HO. OO 1.7 May 

Other countrie 4 27,74 Me 1. S17. HO 19 7] 
Cuba 10, 680 18, 931 

Potal 08 O19, 4 Per o7t ( 47 235 

ke 149, 62 25, 43¢ 

United States Exports of Domestic and Foreign Merchandise, Department of Commerce, Rept. No. 
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B-I1\ i po ‘ { i solids, It ( ntinued 
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\p ix B-\ Exports, nonfat dry-milk solic 
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0) Q 
' M qi y 
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{ ; 9 (4 { 
| I ) *) 
‘ ( )® 67. 2¢ 
‘ \ ; W 6.11 
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‘ ] 1 5, 594 
144 7 mA) Of 1 
‘ ) I 632 ) 
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APPENDIX B-\ Exports, nonfat dry-milk solids, 1951 Continued 




















M1 } I ‘ M t 
1 ‘ ‘ . é \ 
M r June— 1 
Ca ‘ S34 20 | 1 >< 
Me Sf}, SS 3, HH Y 1 518. 12 { 
Guate 4 WM } I ( 
H juras § 60t I Pak R 154 ® 
I t 25 8,2 I e} SH. 4 { 
Car Zon 26, 200) 4 (ti K ; v7 \ 
B 1 S J ‘ sf 
{ ba 2. GA 4 1 0 is » 
Vent SRE ‘ ) 
Ps l u $i ) RR j 
Dx kK 4), 28 ‘ 
Gk an 2 000 AK Ju 
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It 44, 0S ( 1 200), 481 1s 
Priest 890, 0100 8, f { 2 
3 Y l ; 8 (43,8 te 1, 542 4 
? A 1Aa\ S. (HK s OF 
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10. A) ‘ , | } 4 ) nl 12 
Republ 13, SOK { pa 1 090. &F 
S, 440 ll 44 Other untrie 128. 071 \ 
2, 154 SHE 
R59, 348 8.14 
( ) 2 256. 694 
August 
April Mexice 714, O85 119, 49 
Canad 2 50 4, (48 Cuba 72 { % 
Mexi 833, 6S 8,2 Let n R4 f 68 
Guat 4 6, 960 ' Philippine R ib] ( ( 4 $ 
Honduras 4, 2 174 Japar 1 38 64 656 
Bermuda 67 2, 1 Other countrie 2 } {38 
Cuba S ‘ 2 S7Y 
Dominic R 52 ( I 4.195. 646 609.8 
Vene el 0) Se 
Peru 65 4,419 : embe 
B OO 1,41 Mexic s 4 4 
Yu RS 229 6), OS4 ( ta Rica ) . 
Crreece 1 On Cuba 14 ( ) 
I 78, BA $ Peru ( 
I “4 / Br 604, 304 { 
PI ‘ ’ ) 6, 422 Philippine I 1 s ; 
laiwan 495, 145 19 Japat 600. OO 
J xs 142, 401 Othe IR0 Sf 
Other cour &. 29 59] 
Tota 674, 941 4 
] RAO SS, 1, 507, 829 
October 
May Mexice O44 ¢ 1, O4 
Mexice 372, 300 42, 12¢€ Br ] 111, 254 
Briti Hondura 2, 92 7, ORE Philippine Republ 70. OO sf 
Salvador 160, 000 ? Japan 730. 448 l 168 
Honduras 298, 70K tric 172, 641 29 
Costa Rica 349, 16 
Bermuda 6. 500 2 8 G18 ] ‘ 
9 Cuba 56, 57 
Dominican Republi 26, 250 } November 
Netherlands Antille 6, 950 1, 235 Mexico 675, 97 15, 424 
Yugoslavia 4,750,015 534, 153 Cuba 16, 805 6,78 
Lebanon 13, 500 2, 390 Peru Rl, 25¢ RS 
Indonesia 17, 650 79 Brazil 790), 58 s " 
. Philippine Republic 7 61, 818 Philippine Republic | On 24, 098 
Japan 116, 974 Japan 840, O64 4, Sf 
Other countries $410 Other cou ( 256, 182 48, OS¢ 
rotal 7, 177, 230 873, 316 Total 2 994.16 476, € 
June December 
Canada 34, 000 7, 442 Mexico 1, 362, 892 932, | 
Mexico 663. 400 Q9, 87 Cuba 214. 580 37. HOS 
Honduras 5, O00 1, 283 Israel-Palestine 565, 325 89, 48 
Panama 284, 595 32, 661 Japan 114, 320 21, 2 
Bermuda 9, 975 2, 31 Other countrie 250, 889 47, 48 
Cuba 45, O00 7, 090 
Dominican Republic 24, 000 6, 450 rotal 2, 508, 006 428, 721 
Netherlands Antilles 7,775 1,514 
Colombia 40, 000 6, 200 Grand total 105, 925, 419 10, 853, 016 
Venezuela 21, 536 4,151 


», United States Exports of Domestic and Foreig 


1 Compiled from U. 8. Department of Commerc 
Merchandise, Repts No. 410, pt. 1, (issued monthly 
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\P 1x B-VI.—Erports, nonfat dry-milk solids, 1950 
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APPENDIx (C—II Supply and distribution of dry buttermilk solids (including « 
animal feed), 1950-52 


1950 1951 1952 


Oper cks 1.7 3 8.0 | 
Product is.5 4 51.7 
Import 1.6 12.6 | 
otal supply 54. 0) 0. 6 72.3 | 
Stocks D 7 3 5 8.0 11.9 | 
“ | 

lotal commercial sales 50. 42.6 60.4 

| 

Compiled by Ame n Dry Milk Institute statistical department | 
Preliminary | 
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Supply and distribution of nonfat dry milk solids, 12 
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28.5 x + $29.00 


x 


69.0y 


5.366 
y 
PRA x 


12.859 x 


24—69.0V 


69.0 y 


411.359 x = 29 
x 0.7012 
\ 1367 


3.90 pounds butterfat, at 0.7012 
$.953 pounds nonfat solids at 0.1307 


Return from 100 pounds whole milk 


Ss 
1952. 
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STRY 


895 


3.630 


10. S. Department of Agriculture, Agricultural Prices 
Department of Agriculture, P and MA Dairy Price Supports 





APPI ] I] Value of total « rports fron United States to Canada, Nether 
a? ‘ ef } Denn rk, Veu Zealand, and {ustral 1949-51 
' 
( RS 4s 2 22k, ¢ 
n » R2, 
De { 9 39 ‘ 99 
Au s s, 4 26, 13. 
( I e, I No 420) ' 
APPENDIx F-I Basic calculations 7 i 3 
Ave e price received by farmer for manufacturi! mil Feb. 15, 
1) $3. 72 
Ave rea ere ived by farmer for butterfat in cream, Feb. 15, 1953 SO. 66S 
\verag percent butterfat in anufacturing milk, Fel BS 1953 Pi 
ercel 3. 9O 
\ 1 | ert in milk (3.90 times SO.668 ) SS? 6OD 
Ay re el fat solid ni | g 72 —2.605 ) $1. 115 
Ave ge p ‘ ! fat solids ini k (see calculation I percent) 8. 9538 
81.115 . 
Average value nonfat solids in 1 : SO. 1245 
B te i O.G680 
Ra ( in manufac ring milk 366 
Nonf solids 1.12 
Calculation I 
100 pounds aver e milk (Feb. 15, 1953) contains 3.90 pounds butterfat. 
3.90 pounds butterfat produces 9.75 pounds 40 percent cream 
100.75 vields 9 » pounds sepal “d K 
90.25 pounds separated n vields average 8.0 pounds nonfat dry milk solids 
Assuming 1 percent processing loss, 90.25 pounds separated milk contains 8,08 
pounds nonfat solids. 
Ss tS sani : . r 
00 25 100=8.953 pounds nonfat solids in 100 pounds average 3.90 percent butter- 
fat milk 
Calculation II 
Typical calculation to determine value of dry whole milk terms of 100 
pounds milk quoted f. o. b. seaboard, all duties paid, 29 cents 
Guaranteed butterfat content (percent) 28. 5 
Probable moisture (percent ) 7 2.5 
Nonfat solids (percent) al 69. O 
Total (percent) ; = 100.0 7 
Let x alue of butterfat per pound. 
Let y value of nonfat solids per pound 
Value of butterfat per pound co ah 
- Fe ».006 (see calculation I) 
Value of nonfat solids per pound * 
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APPENDIX F-II Comparison of quoted prices of imported d chole milk and d 


buttermilk solids f. o. b. port of entri dut pa d, th 7 COR CO } 


domestic produc ts 


Mr. Ri MALEY. My hame 1s Robert J Remaley, director of reserl h, 
of the American Dry Milk Institute which is a trade association of 
dry milk manufacturers, both proprietary and farmer cooperative or 
ganizations. We represent 212 manufacturers of nonfat dry milk 
olids, dry whole milk, and dry buttermilk solids Our members’ pro 
duction approximates 70 percent of all the dry milk products manu 
factured in the United States. 

We propose to limit our testimony only to the dry products of milk 
md the necessity for control of the Importation of these dry products, 

Mir. AnprRESEN. You do not deal with whole milk ¢ 

Mr. Remaury. Yes, sir. Members of our organization produce 
nonfat dry milk solids, dry whole milk, and dry buttermilk solids. The 
American Dry Milk Institute respectfully submits that so long as the 
Government is purchasing nonfat dry milk solids under the support 
program and so Jong as the Government has inventories of nonfat dry 
milk solids, that these are evidences that there is an adequate produc 
tion and a sufficient supply of dry milk, to meet the needs of ow 
domestic requirements. 

We further submit that the importation of any dry milk product 
during periods of national sufficiency cause undue hardship upon 
the dry milk industry and the farmer-producer and an unwarranted 
burden upon the taxpayer. We desire to make the following four 
points which are substantiated in the appendix and the text of ow 
brief. 

One, Importation of dry milk products has the same effect on om 
total dairy supp hy as the Injportation of fluid = milk, and : his 
time such importations are unwarranted and aggravate our ca esti 
economie prob lems. 

Two, importations of dry-milk products divert a portion of om 

ilk supply to the manufacture of ‘sae ts bought by the Government 
wae the sup port program, thereby increasing the Government’s in 
ventory and Pp lac Ing added burdens on the ti axpayer. 

Three, the elimination of imports of dry-milk products is not in 
compatible with our commercial export trade. We are not competing 
with the major exporters of dry-milk products, except in areas deficient 
in dairy products and in areas whic i have been historically American 
export markets. 

Four, the total value of imported dry-milk products is insignificant 
to the total export-import trade between the United States and the 
major importing countries. Control of such imports may hurt a small 
segment of the population of the countries of origin. No controls will 
hurt the United States dairyman. 
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During the period 1950 through 1952, dry whole milk lnports in 


reased from 24.500 pow ds to 37,000,000 pounds. Dry buttermi Ik 
ait ty Seesions ferns 90000 pounds to 1L2.500,000 pounds. In that 
e period nonfat dry milk solids decreased from 2,500,000 pounds 
5TO000 pounds. . 
gp atone re the embargo that Wis placed on nontit 
dry milk solids. Dry milk products c: an be used in the manufacture of 
eal s. dairy product . bakery products. So long as these prod 


t] se dried produ ts, are used from domestica lly produced milk, 


certainly it hoes not affect the ove ral] sup ply of milk solids. 


On the other hand, if imported milk solids are used in the manu 
facture of these products, in a sense it does nothing but add additional 
butter and nonfat solids to our overall economy. The amount of dry 


whole milk which was imported in 1952, for example, is equivalent to 
267 million pounds of fluid milk, testing 3.95 percent butterfat. 

That amount of milk will produce 13,000,000 pounds of butter and 
26.900,000 pounds of nonfat dry milk solids. I realize there is a slight 
deviation between my figure and that of Mr. Richards, but that is 
based on the fact that in calculating our figure we used 2814 percent 
butterfat asa normal content of dry whole milk. 

Similarly, the 12,500,000 pounds of dry buttermilk solids imported 
represent 937,000 pounds of butter and 11,500,000 pounds of nonfat 
dry milk solids. 

In other words, gentlemen, in those two commodities we have im 
ported into the United States almost 14 million pounds of butter and 
almost 38 million pounds otf nontat dry milk solids. If you will turh 
to the page I believe you all have copies of my brief—in order to 
save time, on page 6, there is a table which shows the prices of these 
imported products, the prices of domestic produc ts, and what return 
the manufacturer received from 100 pounds of milk when selling his 
products under the support program and at his normal price. 

You will find that under the support program the domestic manu- 
facturer could produce butter, nonfat dry milk solids and dry butter 
milk solids and receive from 100 pounds of milk $4.62 in return. That 
is based on the 1952 support program. 

On the other hand, when he made dry whole milk in May 1952, he 
was able to obtain $5.44 gross return from that same 100 pounds of 
milk. The imported dry whole milk during the same period of time 
represented a return of only $3.63 per hundred pounds. That is al- 
most $1 less than what the American manufacturer would have re- 
ceived had he made butter and nonfat dry milk solids and sold it to 
the Government. for support. 

We find in January 1953 a little different picture. Because of these 
imports we find that dry whole milk has had to reduce its price. Ii 
no longer gets $5.44 a hundred pounds return, but the manufacturer 
now gets $4.97 per hundred pounds. Imported dry whole milk on 
the other hand has a its price. Why, I am not certain, but I 
believe it is in hopes, by bringing their price closer to the domestic 
price, the importer may hope that he can point out to this committee 
that our prices are not so different today. 

In any event, as it stands today, the imported dry whole milk i 
still ap proximately 23/, cents be low domestic production and the re 
turn is $4.71 per hundred pounds of milk, whic h ap proxim: ites tod: av 
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the return to the manufacturer who produces butter, nonfat dry milk 
solids and dry buttermilk solids. 

The question, so far as clry buttermlik solids is concerned, is even 
more acute. Imported dry buttermilk solids coming into the United 
States at 12 percent fat is selling today at 1614 cents a pound, which 
from the standpoint of return to the producer, would be equivalent to 
$3.30 per pound. That would mean that the American producer ca 
not produce dry products of milk, nor can he produce butter and non- 
fat dry milk solids and conmipete with the fore on competition in the 
form of dry buttermilk solids. 

There is a difference of $1.52 per hundred pounds return—return 
per hundred pounds of milk between those two values. Therefore, 
ventlemen, we submit that the importation of dry milk products has 
the same effect as the importation of fluid m} lk from ik these 
products are made, 

We further conclude that the importation of dry milk products 
during periods of sufficient or oversupply of dairy products results in 
(a) a depression of domestic markets, (b) diversion of fluid milk 
supply to products purchased by the Government for support put 
poses, (c) discourages the manufacturer and the dairy farmer, and 
(d) must ultimate ly ures ail production. 

We further conclude that the importation of dry milk products dur 

r periods of sufficient or oversupp ly of dairy products results in 
sacle tion of more products which the Government is bi lying under 
upport programs and consequently places unwarranted burdens upon 
the t: ixXpaver, Such countries as Sweden, Denmark, Nether] unds, and 
New Zealand have challenged us to defend our position on imports 
when we export so much. 

I would like to point out just what the statistics show. In 1950 
we exported 62,550,000 pounds of dry whole milk; in 1951, 69,000,000 ; 
and im 1952, 42,000,000. Ninety percent of those poe went to 
South America, the P hilip ypilnes and Japan. Less thar ) percent 
went to Europe or other areas. So far as nonfat dry wiik solide are 
concerned 

Mr. AnpreEsEN. Let me ask you about that ) percent. Did that 
10 percent of exports go to our Armed Forces or to the civilian Ameri 
can personnel in Germany co other countries ? 

Mr. Rematey. This is dry whole milk. Practically the total ex 
ports of dry whole milk, with the exception of 10 million pounds, 
are commercial exports. In other words, they were exported by our 
own commercial companies. 

Mr. Anpresen. Did we ship any of that to Sweden or Denmark ? 

Mr. Remavey. Very little of that was shipped to any — in EKu- 
rope. Please understand that these exports include dried cream as 
well as dried whole milk. We cannot se parate them. 

We ship, for example, to Switzerland, which is 1 country that is 
probably outstanding, something like 40,000 pounds. I believe we 
shipped to Denmark 150 pounds, and to European nations very small 
amounts. The nation importing the largest amount of our product 
during that period of time was Israeli. They account for the bulk of 
that 10 percent on dry whole milk, sir. 

So far as the export situation is concerned for nonfat dry milk 
solids, the statistics show that during 1950 to 1952. inelusive, we ex 
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95D. 100,000 pounds of fat dry milk solids. Of that amount, 


ro rhyly LOO O00 ony 105.T700.000 pounds were commer 


norte rhe other 300.000. 100 pounds, roughly, were exports by 
most O1 hich were sold at appre ximately 1 cent per pound 
x the period 1950 to 1952. This is nonfat dry milk solids as 


ad to dry whole milk. 


1 


e roughly 100 million pounds which we exported commercially, 


> million pounds were exported to Central and South America, and 


on pounds to Japan, That 20 million pounds was largely used 
” Armed Forces for r iquefication into bottled milk. So out 
f total 100 million pounds, which were exported commercially, 
Nounds were « sported into areas other than South 

¥ rand J HA Of that 3 n lhio pounds a great bulk of that 
senate ds Riaeeaciad \ small amount of this 30 million pounds went 

\ 4 Win | ie ste, if the bulk went to I raeli,. 

( Hosition, therefore, regarding imports, is that we do not believe 
' oO itible with our commercial export trade. We are not 
on ting Ww the major exporters of drv milk products except mM 

hicl a ntinually short dairy products and areas 
ve hee tormealiyv Ay rican export markets. 

| ota nt of drv n x prod ‘ts imported ; insignificant mn 

: na vith th total amou totdrvn lk products produced. In 

52, the year of our largest imports, 37,000,000 pounds of dry whole 

d 12.500.000 nouns if drv buttermilk solids amounted to only 

cent of the total producti of all dry products of milk; 0.1 

pel t of t total amount of milk solids nonfat and 0.05 percent 
nf Linttost ed mufactured dairy products. 

1\ ; er side of the picture we note that 37 million 

dy ole milk is almost 44 pi ent of the total amount of 

k produce Lik e, 12,500,000 pounds of dry butter- 

lids represent almost percent of the total drv buttermilk 
yHroduetiol j 

re. from the sta t of the inufacturer of these prod 

‘ \ , { ire of e) ern er) The Lot il value of 

‘ no ry} ] enl]ix 310 heant when compared to the 

port-export trade between the United States ai d the major 

() 9 of iv brief t 1 table eh vw the caleulations 

percentage of th tal dollar value of Lr milk imports to the 
ports from the majo} uuntries of origin. The caleulations 

ports of dr iro ts represent only 1.6 percent 

e4 total exports to the | ted States from Sweden. O05 percent 

" Canada, 2.4 percent fro VWenmark, 1.7 percent from The Nether 
7 8 percent from New Z ind, and 0.06 from Australia. 

G n. J 1 going to conclude here with my last two para- 
which I would like to read directly from the text, because I 
a e that it expresses our thoughts more clearly than the bulk of 
tive 

j total no dave a i total ake ir va ues are quite small mn rela- 





could possibly be a threat to the nation al economy of any nation 


the same totals for the international trade of an individual 
rld international trade. In 
ey are so small that we ive diffi uity in understanding how 


a 
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r how they could be reasonably used by any country to precipitate 


prok lems in foreign relations. 

We are aware that they have been so used. It Is admitted that 
he miport restrictions on the cL'y products oft milk Hhiay work a 
iardship on the individual dairymen in a foreign country, but we 
isten to point out that if thes prod ‘{ ire permitted to come in 


they do work a hardsh p on our dairvmen and more Gairy products 


rot under the support program ul the expen eC of 


We cdo not believe tf it it an overs mpl fi ation of the problem LO 
state that the quest on to be resolved IS wh ch dairymen are we Golng 
to hurt—our own or thos i foreign country ¢ 

I ( eount t ! il XD | \ prod 8) 
| ted State Wd ne of tire ive \ t | l ( 

} ed by the I ted St ive lie \ \ cal market fon 
rhese produet | l It Oth { OT tt ie 
raced Lup ll } s of milk, th Oo try i ot be a ised 

{ priving tl i 1)] i { 

\dmitted | l Oo 1] let ort re rict l | ese } Ik pro i 
re lmposed bY | be deprived o ed of anew et 

1 | nit Cia \\ ) y } 

eX] d wrk is foreig ind het 

Land ( Wi We f tha 
prod 1 oT n { ) eed those { rt Tore } Orie } 

e are pros cing eho a} to il iy our ¢ nad economy 

\I ANDRES LD) { { t h er { , ' 

ad re of peo] O nt f e could help 

( esto! iste ’ 
vit mt ) ! Oo e | ted Stat 

Mr. Remanry. ¥ oul 

Mir. ANDI N. Do favo Oo rol 

tl e prod ds ' ny 

t | ) 3 ) / 
Mr. Rematry. Exact 3 nlarge on that for a mome 
I ! ni et { t ‘ ! { ! 
One ve have a ore y \ \ ( Pol { 
or nontat olid } tter, Decals ( { t port f 
urv prod ( 1 l l | ly i rea 
rplus ay can tTurtive oy) t! bh so i y ( © ment 
buvine these product d so long ( ese 
products orage, that f dairy 
rr tsino ry s vet } 
of dry dairy products should be restr 

Mr. ANDRESEN Do vo r( nen \ hat the Denart ent of 

Loreculture mie tely p on an embargo on whole milk powder 
; i 


mports 


Mr. Remarry. Yes, sir: we recommended that practically a vear 
igo to the Department of Agriculture. IT would like to sav that our 
ontact. with the Department of Agriculture was Mr. Richards. anc 
Mr. Richards presented our ease to the Secretarv. He was fullv in 

is 


v4 of ita | bya) elf had many t es fostered t e same opinion 
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Mr. Anpresen. You say Mr. Richards favored that ! 

Mr. Rematey. Yes, sir. 

Mr. Anpresen. Did you find out the attitude of Secretary Brannan? 

Mr. Rematey. No, sir, I do not know that. 

Mr. ANpRESEN. Are there any questions ¢ 

( No response. ) a 

Mr. Anpresen. We will have a roll call in the House shortly. 
We will not be able to run this afternoon. We will begin promptly 

10 o'clock tomorrow morning. Mr. Holman will then address the 
committee. Thank you, centlemen, for your cooperation. 

Thereupon, at 12:10 p. m., the committee adjourned, to reconvene 


on Thursd LY, March 19, 1953. at 10 a. m.) 
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THURSDAY, MARCH 19, 1953 


Hovuskt oF RrEpRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
SPECIAL Dairy SUBCOMMITTEE, 
Washington, dD. C’. 

The subcommittee met at 10:10 a. m., pursuant to adjournment, in 
room 1510, House Office Building, the Honorable August H. Andresen, 
chairman of the subcommittee, presiding. 

Present: Representatives Andresen, Dague, Lovre, Golden, Wil 
lhinms, Kine, Grant. Abbitt, and Polk. 

Mr. A NDRESEN. The committee will come to order. For a few 
minutes we are going to vo out of schedule here. My colleague, Mr. 
Abbitt, from Virginia, has two witnesses who must get away from here 
this morning. Lam gong TO \ ield him a few minutes’ time so he can 
call his witnesses to testify on this question. 

Mr. Ansrrr. Mr. Chairman, I certainly appreciate that. We have 
W ith us this morning Mr. John (7. Seibel. who 1s vice president of the 
V remia State Dairymen’s Association. Mr. Seibel, will you come 
around! Mr. Seibel has a resolution he would like to present. 


STATEMENT OF JOHN G. SEIBEL, VICE PRESIDENT, VIRGINIA 
STATE DAIRYMEN’S ASSOCIATION 


Mr. Semen. I am John G. Seibel, a milk producer in Roanoke, Va., 
where IT own and operate a dairy farm which I have had for the past 
Re vears. I am here to represent the Viremi State Dairymen’s Asso 
ciation of which I am vice president. This oreal ization Is representa 
tive of he dairy industry of the entire State of Virginia. We have 
some 3.500 members. 

Each year, at our annual meeting, producers from the various mar 
kets bring in resolutions and develop a program which I think is sound 
and helpful to our Industry. \mone other resolutions adopted in 
January 1953, was one on dairy import controls as it affects our people. 
I have a copy of this for you which I would like to read and file: 

Whereas section 104 of the Defense Production Act terminates June 30, 1958, 
the Virginia State Dairymen’s Association urges the reenactment of import 
control legislation such as that contained in section 104 of the Defense Vroduc- 
tion Act. 

[ would like to mention that this resolution was developed by the 
resolution committee and adopted unanimously by the delegate body. 
We had numerous resolutions on control of imports and this has been 
worked up from the resolutions from the various districts and markets. 
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umers will bene Ke I think to purchase and hold is only QOL \ 


Why not move products nde support to another country, Chil 
for instance, or another South American country needing our com 


mod ties / If the Goven nent 


volng to get nto the bu i es ana 


purchase our various products, let it get both feet into it and also ge 


nto the market ne end We want to soundly ind advantageo sly 
market our products and not let them deteriorate. | hi k the con 
uming public would be less critical of our support program. Wi 
don’t want any more potato deals, but butter can be just as bad when 
| ultimately hurt the sale of dairy 
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Let’s develop some salesmanship. Anybor in give things away 
Perhaps the industry and commodity groups could and even should 
leip the Government in their market} gy program. | believe that the 
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Domestic surplus can be handled locally, but surpluses that 1 It 

om dairy import are beyond the control of the State and lo 
diarymen. To control that type of surplus we need permanent legi 


lation as that provided by section 104, 

Mr. AwnprEsSEN. Does your membership tak e da 
farmers outside the Wash neton milkshed, as we those within 4 

Mr. SEIBEL. Ye . the whole State. 

Mr. Anpresen. Mr. Abbitt 7 

Mr. Aspitr. No questions. 

Mr. AnDrEsEN. You have a lot of sympathy fron embers of 
committee: I can assure you of that We thank vo very mitt LO! 
your excellent statement and resolutio 

Mr. Semet. Thank vou. 

Mr. Apprrr. Mr. Chairman. we have with us today Mr. William 
V. Rawlings, who is executive secretary of the Association of Vir 
cinia Peanut and Hog Growers, Inc. Some of the members might 
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wonder why his people would be interested in this problem, but they 
have the same problem that dairymen have. 

He is going to take but a few minutes of our time, and he would 
like to present the thinking of his people in regard to the importation 
of fats and oils. 

Mr. Anpresen. We will be glad to hear him. I will say this is de 
parting a little bit from the subject matter of our hearing, but Mr. 

bbitt is one of our most valuable members on the Committee on 
Avriculture, and we know of the fine work he is doing for his area. 

So we certainly want to hear you as his witness on peanuts. Of course 
milk is no peanut business. We know that you people who produce 
peanuts are important, though. ' 


STATEMENT OF WILLIAM V. RAWLINGS, EXECUTIVE SECRETARY, ' 
ASSOCIATION OF VIRGINIA PEANUT AND HOG GROWERS, INC., 
CAPRON, VA. 


Mr. Rawiines. We appreciate this opportunity, Mr. Chairman. 
Mr. Chairman and gentlemen of the committee, my name is William 
V. Rawlings and I am executive secretary of the Association of Vir 
winia Peanut aha Hog (;zrowers, Ine... Capron, Va.. 11) whose behalf | 
win appearing. 

We are espe inlly interested in the provisions of section 104, Na 
tional Defense Production Aet. which relates to controlling the im 
portation of peanuts. The national marketing quota for peanuts is 
set at a fivure estimated to supply the demands of the edible trade 
and any quantity of foreign peanuts imported will displace a like 
quantity ot domestic peanuts, meaning such domestic peanuts will 
have to be crushed for oil by the Commodity Credit Corporation at a 
substantial loss, thus weakening our price-support program, depress 
ng prices to bare support level, leading to further acreage reductions 

nd jeopardizing the stability of not only the peanut program but 
reflecting unfavorably on other agricultural programs. 

The chief sources of foreio peanuts are India, China, and Mexico: 
and the cold reality IS We cannot hope to compels Ik price unless there 
be an unthinkable reduction in our producers’ standard of living. 
We need import controls which will work and unquestionably do 
what the Congress 11 tends for them to do and lo it timely. 


We have been convinced section 22 of the Agriculture Adjustment 


(et as amended is not adequate. Attached to this statement as en 
Closure . | to 5 are copies of om correspondence \ th officials 1h) both 
the Agriculture and State Department which clearly indicate just 


wv) 


how futile it isto try to vet relief unde sectiol 
\Ir. LNDRI SEN, We M 1] place those lt the record 


| he COTTS’ spondence iS as follows:) 
ASSOCI ION OF VIRGINIA PEANIT & Hog Growers, INc.. 
Capron, Va., June 2, 1952. 
Hon. CHARLES F. BRANNAN, 
S ta | 1 States Department of Agriculture, Washington, D. C 


DEAR Mr. BRANNAN: The producer members of our association are deeply con- 
cerned over the adverse effect the expiration of section 104, National Defense 
Production Act may have on the price-support program for peanuts. There ap- 
pears to be considerable sentiment in Congress that such a provision is not neces- 
sary because ample protection is provided under section 22 of the Agriculture 
Adjustment Act of 1958, as amended 
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Our fears are that unless section 22 is effective and capable of being imple 
mented timely ; immediately upon the expiration of section 104, producers und the 
program would be greatly damaged and losses to CCC would be tremendous. The 
national marketing quota is set at a figure estimated to supply the demands of 
the edible trade and any quantity of foreign peanuts imported will displace a 
like quantity of American peanuts, meaning such American peanuts would have 
to be crushed by CCC at a big loss, thereby weakening our program, depressing 
prices to bare support, and leading to further acreage reductions 

Further the uncertainty created by the question of the adequacy of section 22 
to cope with the problem, most certainly will create a problem in marketing the 
1952 crop. In view of the major changes in the 1952 peanut price-support pro 
gram, 1952 will, in our opinion, be a critical year as we undergo a trausition 
from a purchase program to a loan and storage program and therefore, the 
threat of foreign peanuts warrants most caret 
titnent 1 the industry indicates there w : extreme reluctance on the part 








consideration Prevailing se 


of shellers and end-users to purchase inventories of farmers stock and shelled 
peanuts in near the quantities purchased in the past They are fearful con 

petitors may later purchase their supplies from foreign sources, at prices con 
siderably below our support level and thereby put them in a position where the 

could not compete and also suffer crippling financial losses 

The feeling of uncertainty was further aggravated by a recent news ite 

the Wall Street Journal, quoting a spokesman for the United States Department 
of Agriculture, wherein buyers and users of peanuts were reminded they could 


how place orders for foreign peanuts, for delivery after the expiration of 
14 fe our understand { ews rele ‘ a Locum ite 
Federal Register 
Because of this article, inquiries have been made of Me an peanut brokers 


for quotations and la ge quantities of peal its are being quoted, allowing for duty 
and freight, at prices considerably below domestic prices 
In all probability, imports will occur immediately after the expiration of sec 


ion 104. in event it is not continned Therefore. prompt action should be take 


to have an investigation and determination of the use of section 22 to protect 
producers, the industry and CCC, in order there by no period, however short 


between the possible lapse of section 104 and the use of section V2 We. there 
fore, respectfully request such an investigation and determination at the earliest 
possible time If, such a procedure indicated section 22 is not practal to give 


proper safeguards, then we must seek further legislative action as our only 
alternative, even though we appreciate some merit in the arguments against the 
present legislation 

We will be glad to be of any possible assistance in connection with this 
determination 

Sincerely, 
ASSOCIATION OF VIRGINIA PEANUT & Hog Growers 
By Wittiam V. RAWLINGS, Eurecutirve Seeretari 


DEPARTMENT OF AGRICULTUR 
Washington 25, D. C., June 17, 
Mr. WILLIAM V. RAWLINGS, 
E.wrecutire Secretary, Association of Virginia Peanut and Hoag Groi 
Ine., Capron, Va 


cern about the possibility of imports of peanuts upon the expiration of sectior 
104 of the Defense Production Act of 1950, as amended, and requesting the 
Department to undertake an investigation under section 22 of the Agricultura 
Adjustment Act, as amended, so that in the event section 104 expires prompt 
action can be taken under section 22 to prevent imports from interfering wit] 
our price-support program 
We fully agree with your view that action to control imports of peanuts w 

be necessary during the coming year in order to prevent imports from interfering 
with our price-support program. In the event section 104 expires and is no 
replaced by other legislation authorizing import controls specifically on peanuts 


»> 


it will be important that action be taken promptly under section 22. The Depat 
ment already has brought this matter to the attention of the President. On the 
basis of information supplied by this Department after a careful review of a 


the facts, on May 2, 1952, the President asked the Tariff Commission t« ecin 


DrkAR Mk. RAWLINGS: This is in reply to your letter of June 2 expressing co 
| 











nform vi esp oO pe uts in order that the Com- 
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e the event section 104 
1 the President requests such an investigation. 
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peanut impor pon expiration of section 104. This 
e Defense Food Order 3 issued on 
copy of } enclosed One reason for the issuance of this 
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! ed dow1 Se ’ re we f nded This matter is of such 
. ’ ) lucers d those interested in agriculture, we are 
le we eonfidence in the theory that 
2 can o1 effec mplis! hat section 104 unquestionably 
ed 
ch uncer n, vagu elfer ( sare the fruits of an attempt 
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I hope that this statement will clarify the situation regarding advance use 
f alternative safeguards 


sincere! yours, 


(Signed) JoHn M. Leppy, 
Director, Office of Pconomic Defense and Trade Policy 


Section 104 has been most help il and effective in reference to pea- 
its. We favo permanent leo lation which will be effective and 
mely in controlling the importation of peanuts, to the end that 
foreign peanuts W ll not be allowed to undermine or sabotage the 
\merican producer’s chances of receiving at least parity for his year’s 


rs. Wea 


( rviews ont 


ppre ate this opportunity to appear al d express to vou 
his most mportant matter. 
| ManK VOU. 


Mr. Anprrr. Mr. Chairman, I would like to ask one question about 


section 22. As L understand it, you do not have enough copies of your 
ry, rresponde e to give to the various members: but will vou just 


] 


briefly ina few words tell us what ou were info ned by the Depart 
ment of Agriculture as to what section 22 would do 4 

Mr. Rawuines. We started on June 2. 1952—at that time we were 
till uncertain as to whether 104 would be renewed or extended for 
mother veal with a formal request to the Department of Agricul 
ture, addressed to Secretary Brannan, asking for an immediate inves 
vation and determination under section 22. 

Che thought we had in mind was just this. If we had to wait until 

4 had expired and the time-consuming machinery under section 22 
had not been previously set in motion, there would be such a timelag 
between the expiration « f section 104 and the time you could hope to 
ret any effective rehef under 22 that the whole economy of the pea 
r areas and the peanut industry could suffer immeasi 


nut-producing 
ible damage in the time period that would elapse. 
It cle veloped that we Just could not tell where the responsibility 
really rested. whether it was with the Department ot Acriculture or 
t Department of State. It was a matter of Opilion on our part, 
as it developed, that probably the main roadblock was in the State 


1) partment. So later we had correspondence with Mr. Thorp, who 


was Assistant Secretary of State. We wrote him on June 20, 1952, 
tnd we did not get an answer to that letter until August 4.1952. The 


only explat ation was that the delay Was reoretted, 


Phat indicates how slow and time consumine that procedure unde 
section 22 would be. The net result was that we did not get any relief 
under section 22. They declined to have any investigation and 
determination at that time, with the simple explanation that it was 
not practicable. They did not say it was precluded by law, but they 
came to a tau ly brief conclusion that it was not practicable. 

So that in brief. without taking the time of the committee here to 
eo further into detail on this correspondence, is the correspondence I 
have filed as enclosures 1 through 5; and there will be sufficient copies 
for each member of the committee before the hearings are completed 
this morning. I had only four copies completed at the time I was 
called. 

Mr. Anprrr. Were you not also given to understand by word of 
mouth that section 22 was not strong enough for them to take care of 


the limitations / 
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Mr. Rawuineés. That was not only the verbal impression we were 
given, but a letter we addressed to Secretary Brannan on June 2, was 
replied to by Under Sse retary Me ormick on June 17. Just a sel 
tence from that letter. I think, covers the po nt that you raised: 

We fully agree with your view that action to control imports of peanuts will be 
necessary during the coming year in crder to prevent imports fre nterferiy 
With our price-support progy 

Of course he continued on in some detail there. 

Mr. ANpresen. You referred in the opening of your remarks to the 
Admi stration You cleared that up somewhat: but you are rete) 

ny to you) deahlnes wit] the Administration of Truman Acheso 
Brannan that were in power prio} to January ZU ¢ 

Mir. Rawnines. Yes, sir. 

Mr. ANprReEsSEN. I wanted to vel the record straight. Have you had 
ny contact with the new Administration since January 20 4 

Mir. Rawitnes. Not on this subject, sir. IT have had considerable 
contact as a member of the Peanut Advisory Committee that has bee 
appointed D\ the new Sec retary that met last week in Washington, 

Mr. ANpresen. We thank you very much for your statement. 

Mr. Apsirre, Mr. Chairman, I certainly thank you for allowing 
these two witnesses out of order. 

Mr. ANpresen. We are glad to do it. Mr. Holman, the Executive 
secrelar of the National Milk Producers Federation. 





STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Hopman. Lam secretary of the National Milk Producers Fedei 
ation, the oldest and largest agricultural commodity organization 1 
the United States. Our group consists of 95 farmer-owned coopera 
tives and some 600 submembet —- with a combined membe1 


ship of approximately 460,000 dairy farm re in 46 states. The 
volume of milk and cream sold o1 ceed wctured in various forms by 
these coopers itives exceeds 22 billion poun ds a vear. That IS more 


than one-fifth of all the milk and cream leaving U.S. farms in com 
merce, and is equal to two-thirds of all world export trade in dairy 
products. 

Mr. ANpresen. Mr. Holman, may I ask you a question there. You 
referred to the producer membership as members of your affiliated 
organizations. Can you give us some idea as to whether or not most 
of them operate the family sized farm, where the family does most of 
the work / 

Mr. Houtman. I think that is fundamentally correct, Mr. Andresen 
Some of these farms run up toa section. Of course you have to have 
some help when you are farming a section. Many of them are unde 
a quarte r of a section. 

We do have a body of rather unique milk producers out in southern 

alifornia where you will find as many as 100:to 500 cows on : 10-acre 
- dry fed and burned out as fast as they can, and then they buy more 
cows. Then we have a few cases where the herds will run as high as 
2.500 cows per herd. By and large, the average herd is around 16: 
we will say under 20. 


$1153—53—pt. 1 S 
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I i Ani 

I igh, you will find herds running up to 40; but I 
\ e Vast Majority of the farme rs of this country, dairy 
‘ ao ro i elr own cows—lif that is the answer 
NI \nworesen. And they are iving a great deal of difficulty. 
are being drafted into the service, securing 

t replacement labor to operate their dairy farms? 
\I HoLMAN | il very true, because in many cases, even before 
( e boy ive been lured into the industrial plants 
! irger 1ncome lich they could vel fol themselves. 
recog zed 1 it thie product on of me of the major 

( ro} { United State more or | emionalized 

( hare { south, in Ariz aand 
{ ( t \\ i S mosti\ proau of the Great Pla reGiol 
lly = east rop, and rather definite areas 

l © Cit Ded Tor n t other farm mmodities 

I ! oO r, We ive a LIONS ie Tarm enterp! , The 

( p of our Federation, as 1 have said, extends over 46 State 

re are pproximately 2,000,000 farm families which produce milk 
un for commercial sal Their production last vear totaled 
pounds of milk. It hould be remembered also that 

rying is primarily a domestic industry. We import very little and 

ePXpPort ver ttle (table 4 

In dis g¢ import controls on foreign dairy products it may be 

for a few moments, to go into their background. In 
er words, Why have import controls become necessary / 

The | ted States historically has produced sufliciently milk and 
lairy products to meet its consumptive needs, except for a few minor 
Her ult products From 1924 until World War Il, with the excep- 
on of the depression years of 1931 to 1933, milk production did not 
rv} ore than one or two percent from 800 pound: per capita. Be 

th 1940, under Government stimulus to meet war require 
nents, production increased sharply. By 1942 it had reached a per 


pital figure of S79 pounds, and relatively high production con 
nued through 1946. 


| s 1nereased production during and immediately after the war 
resented no problem. A large part of our total supply was diverted 
» Wal purpose Domestic COl sSumiption reached i record high be 
se OT nereased personal mcomes and beeause of Government sub- 
dized milk price Our dairy exports, which had never amounted 


iui h., were stimulated by lend lease and other foreign-aid programs. 

In 1947 we exported 3.8 billion pounds of milk equivalent... Since 

en, with the reductions of export subsidies. the exports rapidly de 

ned to less than 0.7 billion pounds in 1952. This Was less than two- 
irds of 1 percent of our total milk production. 

In the meantime, between 1939 and 1952, annual butter consumption 
per capita dropped from 17.2 to 8.8 pounds, or 170 pounds milk equiva- 
ent. Most of this decrease came before 1945, and it is therefore 
obvious that it was largely the result of government rationing and a 





ng 11 mil nounds butter, 177 1 on pounds cheese, 108 million pour col 
170 m minds ¢ | > million pounds dried whole milk, and 148 
. it | 
» O14 0 : nde ttt g — se ' ‘oa ‘ans 


pe s cheese, 126 million pounds con 
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poicy ot promotll ©” the col sumption of oOleomargarine 
putter. Since 1945. in addition to a drop nh per cay 


pita Duttel 


sumption, fluid milk consumption has cle lined DV SZ pounds. But 
there has also been a severe cutback in per capita milk pre duction since 
the war. Produetion | 


and consumption were about in balance at 
195] and most ot L952 The balance Was Stu rr al woul 740 pou 


per capita, compared with prewar rates of SOO pound wna 


a Tia 
peak of 579 pounds. 
It is true that it the moment we la L Ue }« iy ada V pro 
plus. Some of the factor Ont! he ) lls iy ure 
recent unusually warm winter, heavier grain feeding. and 
down in the normal rate of cull ho whi 1re Ited from the decline 


beef cattle prices. I will later elaborate on these factor 
So much for the domestic dairy picture. I will 


ill turn your attentio 
now to the foreign factors in the situation. 
In 1950 the total export world trade in dairy product 


uct 1h Tern Ol 
milk equivalent, was 32.9 billion pounds. 


This amount of dairy prod 
ucts equal to about one-third of all of our domestic milk sales f1 


{ m ron 
farms S seeking markets It Sa potent al threat to oul comest 
markets in the matter of physical displacemet t. It is an even more 


serious threat to domestic prices. 
This fact is evident when it is considered that our tariffs on dairy 
products have been consiste} tly and cont uously adjusted downward 
ul til they have become largely ineffective. (see Tariff lable 
appendix). Furthermore in 1949 New Zealand, Denmark, Australia. 
the Netherlands, and No way—all heavy exporters ot da ry prod 
ucts—devalued their currencies more than 30 percent, The result was 
to render the remaining ) ted States tar tts inetlective. This Tha 


be seen by a comparison ot butter prices 1n these countries and the 
United States before and since devaluation. 

Today. for example, butter from New Zealand, Australia, or Den 
mark could be landed in the United States at 50 to 53 cents per pound ; 


AS compared to our support price of 67.75 cents. 


’ é / . 17 4 
Compariso ut prices before and since currency devaluation 





transportat st of 3 to 4 


Aside from Currency cle Vaiuation, other trade parriers have bee 
raisect by forelyl nations, For r xample, of the nine principal coun- 
tries from which the United States receives cheese imports, eight have 
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some form of control over all or certain imports from the United 
States. Argentina, Canada, Denmark, France, Italy, New Zealand, 
and Norway all require import licenses for some or all goods im- 
ported from the United States. The Netherlands and the British 
Commonwealth each have their “monetary areas.” eX hange controls, 
preferential tariff rates and political ties. 

From this, It isapparent that we do not live ina world of free trade, 
ind the United States cannot afford to dispe nse with Miport controls 


| 
On aairy eeadiattes 


WHAT WOULD HAPPEN WITHOUT QUOTAS 


What woul i Happen without lnport controls ana quotas on foreign 
dairy 2 peer We have a number of specific examples of what has 
happer ed | he case of individual products. 

rom ioas. through 1951, total supplies of blue cheese avatlable for 
consumption in the United States were fairly constant, at about 10.5 
nillion pounds. In 1947, total supplies were about 11 million pounds, 
with domestic production furnishing almost 100 percent. 

On September Ls, 1949, Denmark devalued its currency 50.5 percent, 
and in May 1950, the tariff was reduced from 5 to 3 cents and from 
25 to 15 percent ad valorem on the signature of Denmark to the Trade 


\ereements Pact. In 1950, 3.5 million pounds of blue-mold cheese 
were imported, of which o.2 million pounds came from Denmark. 
Ln aports represented 3 L.3 percent of our total supplies. In L9D1, over 


iillion pounds of blue mond cheese were imported ot which more 
an 80 pire came from Denmark. By this time, in 1951, imports 
accounted fo about one half ot total domestic supplies. This Was 


the result of no Important quotas. Then, in 195: 2. encour: ied by the 
prospects of an import quota which actually was established in oa 
1952, domestic production regained its 1946 and 1947 level of 11.2 


million pounds. 

Mr. Houman. I recall in 1951, I believe it was, when the Kraft 
(o.. one of the subsidiaries of National Dairy, imported via Seattle 5 
million pounds of Cheddar; moved that down to the Kraft plant at 
Pocatello, Idaho: and a little later imported another 5 million pounds 
through the port of New Orleans. I do not know where that went, 
but I am advised that during that same period Kraft was selling at 
least the equivalent amounts of Cheddar cheese to the Commodity 
Credit Corporation, making a double profit—bringing it in cheaper 
and taking advantage of the sustained price. 

Mr. ANDRESEN. Do ] understand you correctly, Mr. Holman, that 
the domestic cheese that this company produced was sold to the Com 
modity Credit Corporation and then they imported other Cheddar 
cheese and made considerable money on it 

Mr.JHorman. Yes. 

Another example of greatly expanded imports without quotas is the 

ise of dry whole milk. Under the mandate of section 104 of the 
Defense Production Act. import restrictions were placed on butter, 
nontat dry milk solids, Cheddar cheese, blue mold cheese, and eer 

ape age varieties (appendix A). 

Whole milk powde r, until recently, remained uncontrolled. As a 
result, our ere tir whole milk powder increased from 2 1,000 pounds 

1950 to 9 million pounds in 1951, and to 37 million pounds in 1952 
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In 1948 we were a net exporter of 100 million pounds of dry whole 
milk powder. In 1952 our imports equalled our exports. New 
Zealand, the Netherlands, Sweden, Denmark, and Canada had all 
entered the dry whole milk export business, and were not only sub 
stituting dry whole milk for other dairy products that our quotas 
limited, but were taking our own export markets from us (table 


RELATION OF IMPORT CONTROLS TO PRICE SUPPORT PROGRAM 


With currently distressed dairy markets and the recently announced 
price support program for dairy products for the ensuing year, would 
it be consistent to relax Import controls ¢ 

In late 1952 it became apparent that per capita butter consumption 
would be down are i percent from the previous year, or the equl 
valent of about 14 pounds of milk per person. This, plus the loss 
of some butterfat in ice cream and other uses of vegetable oils, and 
imports of dairy products, contributed to a weakening of dairy pro 
duct prices in the fall of 1952 (see chart), and caused the Commodity 
Credit Corporation to reenter the dairy product price support pur 
chase field in late November. 

Since then, unusually mild weather, heavy grain feeding and a na 
tional increase in milk COW numbers have contributed to increased 
milk production and a continuation of the price support purchase 
program. By the end of the support year on March 31, an equivalent 
of some 3 billion pounds of milk Nias hi: ive been pure hi ised, In product 
terms, this is approximately 125 million pounds of butter, 50 million 
pounds of cheese, and 150 million pounds of nonfat powder. 

These 3 billion pounds of milk bought by the Government repre 
sent onl) 2.6 percent of total milk production in 1952. ‘This compares 
with a 3-percent increase in milk-cow numbers on January 1, 1953, as 
ete to January 1952 

Two factors are largely responsible for this increase in milk-cow 


numbers. The first of these is a one-third decline in beef-cattle prices 
during the past vear. Many farmers are turning from beef to milk 
production and are slowing down their normal rate of ¢ ulling dairy 
cows. The second factor is associated with the first. It appears that 


the greater gains in milk-cow numbers among “manufacturing milk” 
producing States has occurred where the Government was most active 
during the war in promoting dry-milk plants and where whole milk 
IS sold. In the strictly cream shipping areas both cow numbers ind 
milk produc fioh are re lative ly dle ‘pressed. 

On the basis of milk production obt: uined from October 1952 through 

February 1953, and the increased numbers of milk cows and dairy 
heifers on farms. it appears that total milk production In 1953 may 
reach 117.5 billion pounds or more, exceeding that of 1952 by at least 
2.5 billion pounds. February production was at an annual rate of 
123 billion pounds. 
This picture has contributed to a decline during the past vear of 11 
percent In prices received by farmers for dairy products, : and even with 
a $-percent increase In milk-cow numbers. the inventory value of 
milk cows on farms fell 1 billion dollars during the past year. 

Confronted with these conditions, the Government is constrained 
to continue its price support program for dairy products. Any other 
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in fact, the teport estimates that the adovti iain 
mended would lead to an immediate increase in our imports of onl 
L.bout seven-tel ora b oO adollars | i le rer ru } 
crease of S|] b Ilion Th s irdlv « oug] to 1 out a \ i 
| n def lo bring about a paym« bala . creater ad 
ment would have to be made in our export 

United Stat exports of merc} und ( nee 1946 have averace 
about tw ce the i al vol me of} eWwar»r Al d about 4 ti the pre 
annual value Imports ot me + | 1) ft past en} Ave bee 
about 3 times the prewar annual value 

From 1949 through 1951, United States exports were valued at $52.5 
billion, but $14.7 billions, or almost 30 percent. were paid for by 
United States (zovernment aid Manv produ ts, suc] foodstuff 
and particularly dairy products, were exported to countries whicl 
under normal circumstances do not in port these prod ets from us 
For example, during 1940-51 we uncustomarily exported da ry prod 


ucts valued at approximately $653,000.000 on which we took losses of 


from 6 to 91 percent. We have exported to them in recent years on] 
because ac iderable part of the exports were gifts. It therefor 
ppears that deficit in | ilance of } iyment ive been large ly tne re 
sult of unrealist export 

On the other hand, our ratio of imports to our national productio 
has been steadily ris hea since the first pe twal years. tecently, t| 
ratio has reached the ratio achieved during the 1929-38 1 year period 

Further evidence that our import policies are not depriving ev 
dairy export ne@ countries of a opportunity to ll goods 
llustrat dl | th following ex nip 

S et United States ¢ ib] a quot ( rious Qalry pros 


France, Canada. Switzerland, Argentina, and I land | pl 
tests have taken the attitude that we were preventing them from eat 
ng dollar with wl h othe pr luets could b wt ught O ( 
United States. 

Despite numerous barriers raised by the foreig itions the U 
States has been very liberal in accepting their exports in recent y¢ 
as compared with prewar years. I refer, as evidence, to the pet 
centage which the United States r¢ eived of the total exports of al 
products from each of 11 spec fied countries, comparing 1937 percent 


ar with 1951: 


d 6 | Frat f 
Ca 
8 7 tzerl 
ind Ar ‘ 3 
9 } s 
, 
11938 
910 
ee 
Balance of Payments of the United States, 1949-51 U. S. Dey ment of Comn 
1952, p. 2 
International Financial Statistics, International Monetary Fur February 19° 
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In only the cases of Italy, Norway and Finland was the United 
States taking a smaller percentage of their total exports in 1951 
than we were prewar. 

A great many varieties of Italian cheese have been freed from 
quota controls, and quotas on other varieties appear to be rather lib- 
eral. We received one-half the value of their cheese exports in 1951. 
Norw iV and Finland export practically no dried milk, canned milk, 
or butter. The tLWOo together exported 20 million pounds ot cheese in 
1951 out of a total of 779 million pounds entering world trade. Of 
Norway's 1951 cheese exports the United States received one-fourth. 

In 1951, the proportion of Denmark’s and France’s exports that we 
took were the same as in 1937. However, the volume of dollars that 
they received from tourist trade and other sources was of great mag- 
nitude. 

The other six protesting countries appear to have done quite well 
toward ncreasing the share of the exports that vo TO the United 
States. Australia, Canada, New Zealand, Argentina, and Switzerland 
il] have about doubled their shares. 


I] 


The report states that the United States exports from 20 to 40 per 
cent of its rice, cotton, wheat, grain sorghum, tobacco and soybeans; 
that the loss of these export markets would necessitate far reaching 
changes in the organization of American agriculture : that our trade 
policy should facilitate large exports and imports of agricultural 
products; and that such trade in agricultural products should be 
facilitated by the removal of import restrictions. 

Producers of cotton, wheat, tobacco, soybeans and grain sorghum 

ive every reason to be interested in export markets. But the fact 
remains tl beime supported at 90 
percent of parity and that. fol several, (rovernment purchases or 
oans have been very heavy. On February 15, a record of 456 million 
hich alc 


at most of these commodit es are 


of wheat were held by Government under the support pro- 
ram: and the wheat agreement program has cost the United States 
during the past { years S580 milion dollars in export subsidies.? 
iy m the L95P—55 rop, about Dede? million bushels are expected to be 
ivallable for export or as an addition to stocks. 

Grants and loans made by the United States and used to finance 
otton exports amoul ted to $207 million on the 1952-53 and $245 mil- 
lion on the 1951—ov « Props. 

\s of J unuary 15, 1953, the CCC had bought 568 million pounds 
f cottonseed oil from the 1951 and [o2 crops. Tenders from the 1952 
rop as o1 February 15, are estimated to equal ob») percent of the total 
rop \t present the CCC selling price is about 1.5 cents above the 
market price, which means no sales can be made. 

[In contrast to its enormous losses on other commodity programs, 
the Government’s expenditures on dairy price supports shrink into 

lative insignificance. In 2 years $453 million was spent to finance 
cotton exports. In a 4-year period the wheat agreement program has 


ost S580 million. In the past { years the dairy program cost $132 
Con tv ‘1 le Statis s, Ja December 1951 Statistical Papers, series D, 


Sinan 
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million. As a percentage of the values of the commodities. the cost 
of the wheat program has been running 10 times the cost of the dairy 
program. 

Mr. AnprESEN. How many years? 

Mr. Hotman. In the past { years, $580 million. That is wheat 

Mr. ANpDRESEN. You do not take into consideration in that figure 
the amount of wheat and flour that was exported under the ECA 
program ¢ 

Mr. Hotman. No, sir; that is not taken into consideration in these 
figures | gave you. 

Mr. Anpresen. I might give you the figures. The figure as I have 
it is a little more than $1,600 million for the purchase of wheat with 
American tax mone / 

Mr. Hotman. I am very much interested in having that, sir. 


IT] 


The report of the Public Adv isOry Board for Mutual Security advo 
cates that we increase our imports of wool, sugar, butter, cheese, and 
certain fruits and nuts for the benefit of domestic consumers and give 
dollars to foreign countries to buy our agricultural exports. 

The report does not point out the vast difference in the proportion 
of these separate commodities which we consume that historically have 
been represented by imports. 

Both before and since the war, more than 70 percent of our sugar 
consumption has come from imports. Before the war, we imported 
about 20 percent of our wool consumed. During the past 4% years, ow 
wool imports have been almost three-fourths as large as our total 
consumption. 


On the other hand, we have always been about self-sufficient in dairy 
product s, with our imports con te ntly bel Oo less than 1 percent of 
our production. Even so, the percentage that our dairy imports repr 


sent of total United St ee all produce tion is higher than the percent 
age that dutiable manufactured imports are of the value of American 
manufactured products.’ 

Is there any reason why a commodity whose production and con 
sumption is within 2 or 3 percent of being on balance giving way to 
imports to earn dollars which may or may not be used to facilitate 
exports of other agrciultural commodities whose production is now 
being heavily subsidized / 

LV 

The Board says that the type of dairying in which only butter or 
cream is sold from the farm will be forced into shifts to other enter 
rises which have become more profitable. 

This statement, along with its other recommendations, says in effect 
that the policy should be to import dairy products until the cream 
shipping areas of the United States are dried up. If this policy is 
followed. it will drive 862 thousand cream se pers out of business, 
reduce our milk supply by 20 percent and our creamery butter supply 
by 70 percent. In the West North Central States, such a policy would 
reduce milk production 58 percent, and in States like Nebraska and 
the Dakotas would dry up from 75 to 91 percent of all milk production. 


Ip. 29 of re wrt nder di 
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quivalent o farm separated crean ld was of all n 
ld from far? n sper fied States. 1951 
hh ACLJUSTM t be any ess severe thah that sought to be 
he report for many of our currently heavy exporting 


it enterprises will these cream shippers turn to replace 
Will it be to beef cattle, whose prices fell one-third in the 


1] [Cpe to wheat, Which now Is being hea ly subsidized 


portion of these ream shipping farms are cream shippers 


re not adapted to other enterprise 
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Lich Cheese iuse bo . fl } i lila ut Curling 
tid iffe 

rrect in stating that cla ry farmel Oppose nereased 
because DO i fluid nh lk md manutfact Irlheg milk prices 
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1 5. if th ere doi ny quantity other dairy 
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only toa ¢ cent ta 


Currently we are producing more than enough dairy products. By 


April 1 the 
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Grvovernment. under the present years support program 


bought around 125 millio 


pounds of butter, 50 million 


ese, and more than 150 million pounds of nonfat dry 
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milk powder. Shall we add to these support purchased stocks by 
folowing the Board's recommendation and import at least 60 million 
pounds of butter / 

Never, in any yeal of record from 1920 through 1952, under Den 
cratic or Republican administrations, have we imported more than 37 
million pounds of butter. In only 4 years of that period hav: 
Imports reached 20 million pounds (table $). 

Now that our per capita consumption of butter has bee reduced to 
one half by produc {ts which sel] at only one halt OT the cost of iImniported 
butter, and now that we have a huge tock of Gaovernment ow ed 
butter, is it the time to import twice as much as we ever impr 
335 vears of record / 


Vil 


Che Board argues that cheese import contro are still too restrictive 
und nullify tarifl Ohecessions granted im trade agreements ¢ t] 


Strichions Oh cheese Imports mainly protect processors of specintt 
cheeses: and that removal of import controls on cheese Ould 


expected to stimulate cheese consumptio1 
Restrictions on most of the specialty cheeses have been lifted. All 
ances on others appear to be verv libera \ Ol Lorica 


Shipments 

Che report fails to point out that by Executive order of the Pr 
dent, an escape clause must be Incorporated hall hew trade agre 
ments. ‘This provides that under specified conditions a tariff co 
‘esS1On may be withdrawn or modified if the concession has resulted 


l 


or threatened serious myury to the domestic dustrv concerned 


Vill 


Phe climax of the Board’s argument is reached in the stateme) 
under the conditions of doing away with import controls and su 
plementing domestic supplies with imports, adjustment of domest 
production of milk and ts products could be mad accordance th) 
onsumer demand at more freely competitive prices with dependence 


on the domestic price support program for the realization of ine 
ybjectives for dairy farmers. 

In answer, we can only ask, how does one achieve the objectives of 
a dairy price support program by Importing large quantities of da 
produ ts trom countries with devalued « lrrenciles 4 
We have gone 1nto conside rable detail In answerlhng the argume) 
in the report of the Public Advisory Board for Mutual Security b 
cause these arguments are essentially the une as those of all others 
who are opposing the continuation of import controls. It is apparent 


that the Board which subseribed to this report had no reluctance 11 
sacrificing our dairy industry for the prospect of cheap imported dairy 
products, and for the possibility of in reasing wheat, tobacco and 
cotton exports uncder the false premise that su hoa program Wo i] 
close the dollar gap in our foreign trade. 


If increased hiports are needed to oaive othe r countries ad lars. 
would it not he better to encourage the importation of mat V mia 
se, than to add to surp ises 


/ 


fac tured Spec iltv items whi h we can 


ul 
which we are hard put to finda means of 


disposal 
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\ large percentage of tariff rates on manufactured articles unported 
into the United States are higher than on dairy products. The ad 
valorem rate on most dairy products is now only 10 to 20 percent. - 
only Tariff Schedule 14, on papers and books, are there no duties of 2 
» percent or more. 

The effective rate on some chemicals is 100 pereent or more. Earth 
enware, china, and glassware have rates up to 45, 50, and 70 percent. 
Certain types of cutlery have rates up to LOO percent, Bamboo fur 
niture, window blinds, and chair seats have rates of 50 percent. 1951 
rates on cigarettes equaled 79) percent, and on wh sky. 26 percent, 
Cotton manufactures have rates up to 50 percent, Wood fabrics up 
to 45 and oo percent and silk fabries up to 65 percent. Felt hats and 
ry mave rates up tO vo percent, 
surely, 11 dollars are needed to encourage our exports, there is a 


wide field of nor ee ultural products whose import restrictions af 


ford a more fruitful field of study than dairy products. From 1947 
through 1951, oun imports of maniifaetuved proninets represented onl 
about 1S percent of the value of all our Wnports, as against about 30 


percent for foodstuffs 

We now come to the question as to what can be done to maintam 
protection of the dairy economy with respect to importations of com 
petitive dairy products. This committee is well aware of the necessity 
of maintaining for some time to come minimum price supports on 
manufactured dairy products. Such a program also assists in support 
ing fluid milk prices because there is a very close relationship between 
fluid milk and manufactured milk prices. 

The need for conti nued price supports for manufactured milk 


products appeal to be desirable, although actual purchases are not 


uWwavys necessary. For example, there was no need for any purchases 
by the Government in all of 1951 or in 1952 until the fall season. 
Phen, because of reasons previously described in this testimony, it 
became necessary to make purchases, 

\ support program necessitates an import contro] program. Other 
wise we would be supporting the price of world dairy supplies. 

\t the present time the amendment to the Defense Production Act 
offered by Representative August H. Andresen setting up controls of 
mportations of competitive cd: ur products is a part of existing law 
ind is known as section 104 of » Defense Production Act. Unless 
continued by the (‘oneress this ee will cease to be a law on 
June 30 of this year. In that event there would be virtually no 
control of imports since the various trade agreements negotiated by 
our State Department have so reduced the dairy tariffs of 1930 that 
we would be almost on a free-trade basis without the protection of 
section 104. 

It is the belief of our organization that section 104 constitutes the 
minimum standard for regulating competitive imports. It is the 
further belief that because of the way in which the section has been 
administered the Congress should tighten the requirements. 

Attached to this statement 1s a copy of the clairy import control 
provisions of the Defense Production Act. ) 


P. 36 of report under discussiol 


P. 17 of report under discussion 
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(The material submitted as Appendix A is as follows: 


APPENDIX A 











\C TIONS \KEN BY THE UNITED STATES DEPARTMI Oo AGRICULTURE UNDER 
Sh ION 1 + OF THE DEFENSE PRODT ION Af 
ietions te yn An to 195] 
1. Prohibited comimert imports of butter, butter il, and nonfat dry-milk 
solids 
2. Placed imports heese under quota restrictions at average annual rate 
hat prevailed 194s8—A1 
- 3. Placed imports ot sein under quota restrictions at annual rate that yer 
ailed vear ended June 30, 1951 
, letions take Ju / z 
1. Continued prohibition commercial imports of butter, butter oi nd nonfat 
* dry-milk solids 
2. Decontrolled imports of swiss cheese, processed Gruyere cheese, and Roque 
fort cheese In dalitic imMpeort ot miscellaneou cheeses, other thin those 
processet fro he ue-mold, or Edam and Gouda cheeses were 
decontrolled 
3. Imports of other pes of cheese were restricted on an annual-rate basis Ss 
TOLLOWS 
MV ion pounds 
ay Cheddit Sg fF 
bh) Blue mold 2 4) 
Italist viarietie 0 
d@) Edam and G | , «) 
$4. Imports of casein were restricted at an annual level of 40 million pounds 
5. Imports of malted-milk compounds or substitutes for milk or cream were 
restricted in order to prevent imports of high-butterfat products having the same 
uses as butte! 
ictions taken on NScptember 28, 1952 
1. Import restrictions were terminated on Pecorino cheese and other Italia 
cheeses suitable for grating and made from sheep's milk 
%. Import restrictions were terminated on Stilton cheese, a high-priced variety 
of blue-mold cheese 
8. The annual quota for Italian varieties of cheese remaining under control 
(Romano, Regginno, Parmesano, Provoloni, Provolette, and Sbrinz) was estab 
lished at S million pounds 
t. The annual quota r” Edam and Gouda cheese was increased from 3 millic 
pounds to 4 million pounds 
5. The entire 15 percent additional imports permitted by law in the interests 
f international trade and relations was authorized for cheeses remaining under 
e control and for casein 
ictions taken on December 30, 1952 
1. Imports of dried whole milk, dried buttermilk, and dried cream were re 
stricted and quotas for the period ending March 31, 1953, were set as follows 
» ieee 
(a) Dried whole milk 6. 500. 000 
(b) Dried buttermilk 2 150. 000 


(c) Dried cream i ™ 35, 000 


”. Import restrictions on casein were terminated 
3. Import restrictions on cheeses processed from Edam or Gouda cheese were 
terminated 

$. The basic annual quota for blue mold cheese was increased to 3,500,000 
pounds 


ae 
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‘ g Fr 92-SCORE BUTTER PRICES AT CHICAGO WITH GOVERNMENT PRICE 
s ‘ \ PERCENTAGE THAT 1952 BUTTER SUPPLIES WERE OF SAME MONTH, 
P ‘ YEAR J 1o2-] UARY 1953 
ercentage Cents per pound 


SS} AAG 






7 75 
eee 74 
: | o— —_, 2 Score Butter 13 

er Price at Chicago 
|\A 3 
60 © a 71 
150 ~ 70 
Support Price \Y 
1h0 - $2 Score Butter 69 
OE aL See SE es tar Bi 68 
120 + 67 
| 66 


65 
64 


63 





Percent Butter Supply 
Was of Same Month 


| Frevious Year 


62 


61 





a 

July Aug. Sept. Oct. Nov. Dec. Jan. Feb. 
1952 1953 

In July August, and September of 1952. our production and stocks of butter 


were comparable to those for the same months of 1951. Through September, 

rket prices of butter remained well above the support level. In October, but- 
ter production began to exceed that of a year earlier. Stocks began to build up 
over the previous year’s level. This condition was accentuated in November, 
December, January, and February By February, stocks and production were 
202 percent of those in February 1952. Unusually heavy imports of whole milk 
powder plus increased milk production were the principal contributing factors. 
As a result, butter prices showed some decline in October, a sharper decline took 
place, and since then prices have been at, or just below support levels. 


1 Supply means production plus stocks at beginning of month. 
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| ] ry a ff rates on dairy products 
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TABLE 4 Exports and imports of specified dairy products, United States, 1920-62 
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»>pDoOWwCcel l ng petroleul nad petroleum products and 

its and it produ l butter, cheese, and other dairy prod 

ucts. al rice and rice product re necessary for the protection of the essential 
rest ind econo! t] I e Stutes In the existing emergency 


n inte il relatior ports into the United States of any such com 
mn or product, by types or varieties, shall be limited to such quantities 
tary of Agriculture finds would not (a) impair or reduce the 
d es production ¢ inv such commodity or product below present production 
leve below such higher levels as the Secretary of Agriculture may deem 
nece n view of domestic and international conditions, or (b) interfere 
t he rderly domestic storing and marketing of anv such commodity or 
pre t, or ( result in any unnecessary burden or expenditures under any 
Government price-support program Prov ed, however, That the Sec retary of 
Agi re after establishing import limitations, may permit additional imports 
of each type and variety of the commodities specified in the section, not to 
exceed 15 per centum of the import nitation with respect to each type and 
which he may deem necessary taking into consideration the broad 
effects upon international relationships and trade rhe President shall exercise 
the authority and powers conferred by this section 


Mr. Hor MAN. Whether it is poss ble to go back to the original 
section, I do not know. I know it was not possible to hold that in 
the Senate fight of last year. We lost under the Mundt amendment, 
the original Andresen amendment, by about 11 votes. We lost the 
modified amendment offered by Senator Aiken on a tie vote, but it 
was well known that we had the votes if 1 or 2 Senators could have 
cotten to the floor in time to get their votes recorded. 

We hope that this committee will look with favor upon maintain- 
ing adequate import restrictions. In advocating 104, we are not 
dogmatic. We think that we have a legislative advantage by the fact 
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that it is already law, and that is something which we have always 
ourselves considered to be very important in reviewing the chances 
of getting legislation passed. 

Mr. AnpDrEsEN. Mr. Holman, may I ask you this: If section 104 
had been properly administered, would we have had the diffi ulty with 
Gsovernment purchases of butter under the present support program ¢ 

Mr. Hotman. I do not think we would have had as much butter 
purchased. It is almost a scandal, Mr. Chairman. 

Mr. ANnpresEN. I am referring in particular to the 387 million 
pounds of whole milk powder that came 1n last year, 

Mr. Hotman. And the additional millions of dried buttermilk pow 
der which was loaded rioht up to the euards with butterfat in it. 
which could be easily used in ice cream and displaced butterfat at 
the port. 

Mr. ANDRESEN. The wholesale market on butter. as you will recol- 
lect, did not break down to the support pri 
28, when the wholesale price went under 6 
support price. 

Mr. HouMAN. That is correct. I have here a table which I would 
like to file for the record showing the wholesa price of grade A 
and grade B butter at Chicago by days for the month of November 
1952. Purchases began. I believe, Novembe1 

Mr. ANDRESEN. We will place that in the record at this point. 

(The table follows:) 


e until around November 
‘ 


(> cents, which was the 


Butte irholesale prices o yrade 1 and grad B ( I, We 


Mr. Hortman. I will show vou the effect here. On November 1, 
grade A, which is 92-score butter, was priced on the market at Chi- 
cago at 69.75 up to 70 cents a pound. It rose to 70.50 cents on Novem- 
ber 10. It declined to 69.5 cents on November 14. It declined to 68 
68.5 cents on November 18. It ran fairly steadily until the institution 
ot price support purchases. 
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As I recall, the market ran rather steadily, a cent to a half cent a 
pound under the support price. 

Mr. Anpresen. The point I want to make, which I believe your 
testimony bears out, is the fact that, of this 37 million pounds of whole 
milk powder that came in in 1952, at least two-thirds of it came in 
during the last 6 months of 1952, when the full impact of those im- 
ports began afte ceting the price of b itter and bro iaht it down to the 
support price, or under the support price. Is that true / 


Mr. Hotman. Yes. sir. Let me illustrate here Mr. Cotton. our 
economist, has just made a quick calculation here from our own tables, 
statine that about 25 million pounds out of the 37 million we have 


referred to came in after July 1. 
Mr. ANDRESEN. Then the market on butter bean feeling the Impact 


and started butter skidding. and then the unce rtaimty of what was 


eoing to be done brought all the storage butter that was in private 
hands in to the hands of the Government. 

Mr. Hotman. That is right. Of course that was ageravated by the 
buttermilk powder situation, too. People do not realize that the but 
t rmilk powder s of such a const tuency you can make we cream out 
rf it very ea ly. Where was the buttertat POM that had formerly 
gone into the icecream? It went to the creameries and was made into 
butter. 

Mir. \NDRESI Mis Mr. Golden. dl cl you have i) observation to make ? 

Mr. Goupen. Yes, sir: if you please. I have been very much im 
pressed by the splendid evidence we have had of the destructive e 
on many of our farm products, especially dairy products, by the a 
sence of proper limitations on foreign import. 1 think the members 
of this committee and possibly many other committees know that sev 
eral American industries are bein destroyed by the same process I 
come from a farming district and a coal-producing district. At the 
present time the coal industry is being destroyed by the importation 


f foreign 1 lual fuel ol. 


4¥ 
il { 


rey 


( 
} 
LD) 


I: 


That Importation is being studied by the domestic oll companies and 
by all of the coal industry of America. At the present time there has 
heen introduced in the House by 21 different members of Congress 
bills to limit the importation of foreign and residual oil that has de 
troved the coal industry. 

I note in this section of the Defense Production Act of 1952 that 
mport controls of fats and oils, excluding petroleum and petroleum 
products, are having this devastating effect on the farmers. The im 
portation of this residual oil is having a devastating effect on the coal 
11 dustry. The same thing can be said of the shoe manufacturers and 
the watchmakers and many other American industries. 

There is a wide difference between the people who believe in free 
trade and those who believe in protecting American production and 
the standard of liv ing here in America. It appears to me that there 
ought to be a get-together of Americans, farmers and manufacturers. 
so that we could protect our owl peopl : and r\ doing that, I think 
we can be effective in protecting the dairy producers and the dairy 
product producers and manufacturers of many other products here 
in America. 

Mr. Anpresen. I am very glad you discussed that Bell report, and, 
bv the way, the Bell committee was appointed by President Truman. 
It 3 really interesting to note the recommendations that the Bell 
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committee makes for these people—these Americans who have been 
put out of business because of imports. It first Says: 

In many industries the goods affected by a reduction in tariffs are only a part 
of the group of products of a given industry or firm. 

They do not refer particularly here to the dairy farmers who will 
be liquidated but to the workers who will be liquidated, and I think 
you will be interested in this, Mr. Golden. 

Mr. Grant. Who is Bell / 

Mr. AnpresENn. Bell is the chairman of this committee. He is thi 
president of the American Securities & Trust Co. here. IL have invited 
him to appear before the committee. I would like to read this para 
graph of his recommendations for the workers in this country who are 
out of work. It is on page 106 of the report: 


Provisions of new jobs for workers emploved in industries faced with import 


competition is the heart of the adjustment problem. They can and often do find 
jobs in the same community or in nearby Communities. For a small group ot 
workers with less mobility, especially fetuale workers and older workers, tl 
finding of new jobs may involve a longer waiting period There is no reason W 
such workers should not be given unemployment insurance for a longer perio 


than the ordinary period, and also to stand the cost for moving them to othe! 
communities on the part of the Federal Government 

Now, of course, th e dairy farme) and ¢: ill farme rs clo not re rally come 
in under social security and unemployment compensation, so I assume 
to carry out the mandate of this so-called Bell committee we would 
have to change our social-security law so that the producers and farm 
ers and others who are thrown out of work would go permanently 
under the social-security program, stop production in this country, 
and provide a market for foreign producers that we helped rehabili 
tate by spending nearly $50 billion of the taxpayers’ money during thi 
past 5 years. 

Mr. Grant. Does it not say move them somewhere ? 

Mr. Anpresen. They want perhaps to move them down to Alabama, 
where you can provide work for them. 

Mr. Gotpexn. Mav I make one further observation ? 

Mr. AnNprRESEN. Yes. 

Mr. GoLpeNn. We expect to have a hearing before the Ways and 
Means Committee on some of these items that I have mentioned. — 
proof will show that S85 nillion per year is lost by - America 
rs ailroads and S41 milli On 1s lost | »\ the laboring people v ho W ork for 
the railroads, and that twice that much is lost by the eal operators 
and the men who work for the coal mines. 

Mr. Anprersen. Any other questions / 

Mr. Lover. Mr. Chairman, there is just one question I would like to 
ask Mr. Holman. Then .1n your opinion, ee the only method of 
solution is to continue section 104, see that it is administered in the 
spirit in which it was enacted, and continue the present 90-percent 
support program. In short, is that your sckaanl ndation ? 

Mr. Houman. That is our recommendation. We are not dogmatic. 
But it is existing law and, with anything like efficient and sympathetic 
administration, it can be very protective. People have got the wrong 
idea about section iv. It is not an embargo section whatsoever. 
The only thing compulsory about section 104 is that the Secret: ry of 
Agriculture must take into consideration the three standards set up in 
the section. 
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Nothing is said there as to how the Secretary shall admizister the 
method of Interpretation he sets up. It happens that in the begin- 
ning he took the 3 years—the years 1948, 1949, and 1950—the averaged 
the quantities of d: airy produc ts that came in during those years; and 
they hap ype ned to be the highest quantities received Lb '\ this country 
S ince the year 1939. 

Mr. ANpreseN. You mean that was for ¢ — 

Mr. Houtman. That is for cheese. Now it also happened that there 
has been no butter—maybe a million stele a year—coming in since 
the beginning of the second World War. Consequently, there was no 
quota established on butter because there was no st: indard by which 
you could determine how much butter should come in. It would be 
just guesswork. 

However, he changed the standard when he got to the question of 
buttermilk cameo and whole milk powder, and he used the imports 
which had come in during the first 7 months of 1952, which of course 
are the highest on record, We fee] that there Was a considerable 
unount of negligence in the failure to put these quotas in on a uniform 
basis at the time when the law was passed. Instead, these quantities 

ere allowed to come in in increasing amounts to where it becomes a 

ery difficult economic problem even under 104. 

Mr. Lovrr. Do you know why the Secretary failed to impose those 
quotas ¢ 

Mr. Houtman. Yes. I know. He n friend of mine and I do not 
think I am at liberty to answer that akan. 

Mr. Anpresen. Will the gentleman yield / 

Mr. Lovrr. Yes. 

Mr. Anpresen. I might state—and Mr. Holman was not here at the 
ope ning r of the hearing on |] uesday that the real purpose of this 


hearing is to determine the need for Import controls rather than to 
vet down to specific legislation, because this committee does not have 
jurisdiction over 104. The primary purpose is whether or not we 


need import controls, and you have clearly stated, Mr. Holman, that 
t is your belief that to protect the dairy industry as well as the welfare 
of the consumers in this country, import controls on dairy products 
ire vital and necessary, 

Mr. Hotman. That is the position of our organization and that 
happens to be my personal position, too. 

Mr. Lovrr. Have you any recommendations as to the amount of 
butter now on hand with the Commodity Credit Corporation? Do 
vou have any sus oeestions to make as to how that surplus could be 
disposed of with a minimum loss to the Federal Government ? 

Mr. Hotman. Testifying on that same question before the Senate 
Banking and Currency Committee just about 2 weeks ago, I pointed 
out that there was one swell 2 portunity to get rid of some of this 
butter. It is already bought by the Government. and the Army is 
buying very little butter. Why should this butter not be sold to the 
\rmy at prices competitive with oleomargarine, which they are buy- 
na? Give us a chance again for the military operation to relieve 
the situation. 

Mr. Lovre. How much butter, if you know, could the Army take? 
Mr. Hopman. I think about 80 million pounds of table fat. 

Mr. Lover. That being true, they could take practically all of the 
irplus. 
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Mr. Houtman. Yes. sir. The Navy ration is 1.6 ounces per day for 
an enlisted mian. 

Mr. Lovre. Do you happen to know how much butter substitute 
the Army has been purchasing in the past vear in comparison to 
butter ¢ What is the ratio / 

Mr. Housman. The Army is buying approximately ae pounds 
ot domestic butter a year, and oy) million pounds « ot oleo: and Lh 
million pounds of butter was bought abroad. 

Mr. ANpresEN. Fifteen million pounds of butter? 

Mr. Houtman. Fifteen million pounds bought abroad. 

Mr. ANpreESEN. Those are different from the figures that I have 
received, 

Mr. Hor MAN. ‘These houres were Glivelh ovel the phone 1) the De 
partinent of Aericulture to us. Ido not know whether they are noht. 
Mr. ANpresen. The fivures which ] ot from the Army indicate 
ere Was around 34 million pounds of oleomargarine pur hased 
952. that is, in this country. 

Mr. Hormanx. There is a variation there of 4 million pound 
Mir. LNDRESEN. And 37 million pounas of butter I an getting 
more data from the Army now which I expect to receive an day on 
i} purchases 

Mir. Lover. Just ro i@hly, then, during 1952 the Army bought thout 
ich oleo as they cid butter, rough ly speakn Oo 
Mr. Honman. Yes. sir: about half and half. 

Mr. Lover. Has it been establis] a that the Commodity (¢ Lit 
Corporation can sell this surplus butter on hand for any amount that 
it so desires ¢ Has it been so established ? 

Mr. Tlonman. I believe it has, sir. We know that the Commodity 
Credit Corporation has sold back into private trade continuou ly 


tS 1 


The only point that I wondered about was whether there was some 
regul ation that would force the Army) to continue buying on a bid 
ba Is. On pubhe bids. 

Mr. ANpresEN. To might say there that this committee reported a 
bill to the effeet that surplus butter held by the Commodity Credit 
Corporation could be turned over to any other Government imency. 

have checked into that, and it ean be done. 

Mr. Hor MAN. When | made that suggestion to the Senate Bar king 
and ¢ oo ney ¢ OmMIttee, of the competitive price ot oleo, senator 


Ives suid, “Why comipete ¢ Make them pry what the Conu odity 
Credit ¢ ‘orpors ition paid fo. + 
Of course. Commodity Credit Corporation is continually giving 


away surplus butter when it has it to the school-lunch program. We 
one vel so hool lunches by and large over this COURTESY to serve the 

iildren any butter at all: they serve oleomargarine. They will serve 
i liad it is give ntothem free, but they will not pay any money for it. 

Mr. Lover. Have vou any suggestion as to how this butter can be 
dlisposed of other than through the Army and school lunches ? 

Mr. Houtman. In the ] must the disposals have been to the military 
services, back into the trade at the proper time, and foreign disposal. 

Mr. Lovre. Foreign disposal? Tlow do you mean / 

Mr. Hotman. Foreign disposal would have to be subsidized. There 
:no way in the world to sell butter to dairy countries, and you have 
got to doa good deal of educational work on butter in South America. 


31153—53—pt. 1——-_10 
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Mr Lover. Have you any othe method or any othe recommenda 
tions as to how this butter can be disposed of other than what you have 
already mentioned 4 

Mr. Houtman. No, sir: I do not think that they have developed any 
different methods than that 

Mr. Lovrr. That is all, Mr. Chairman. 

Mir. Anpresen. Mr. Golden. 

Mr. GoLpen. Mi Holman, I realize you are hot pre pared to speak 
for your organization; but ee you as an American citizen 
interested in the welfare of t American people and American indus 
try, would you have any 2 saeki nm, When we begin to consider the 
Defense Production Act in this Congress and when section 104 comes 
upagain, to ame! a that so as to in clude Import limitations on fore ion 
oil and oi] products instead of exc luding them from that section 104 / 

Mr. Homman. Certainly, our own people—I know their thinking as 
well as my ow) would have no objection to exte nding . to agricul 

it. As 
to just how far that could be used for other products than agriculture, 
I do not know, sir. 

Mr. Goupen. I might add to my former remarks that there is a 

arge 2roup of United States Sei ators who have introduced in the 


! ports \\ here the produc rs ( f Suc hy comin oditi es asl ‘ for 


Senate a bill to limit the lmportat on of oi] products. They will have 
the same fight that the dairy industry has with these free traders. It 


cl Pye vs TO Whe to be vlvantageous for oe 

Mr. Hopman. IT agree with vou on that, 

Mr. (GRANT. Mr. Holman, Vou st rcest o that 104 be contin ect. 
That is quite true, but at the present time 104 is law. and we are in all 
this trouble under 104. At the same time I ap reciate that the lay 
must be somewhat elastic. But do you hot think that we need to put 


some ondgets or something Into 104 if it is continued to make certan 
mandatory gadgets or mandatory regulations and rules so that undet 
certain circumstances the Secretary of Agriculture will have to put it 
Into effect 4 

Mr. Ho_tman. I can see much merit in that thought, Mr. Grant. 

Mr. Gran. Of course at the present time, as I say, we are oper 
ating under that law and we are in all this trouble: and if the law 
is continued.and the same administration takes place, we will still 
be in the same trouble. 

Mr. ANprEsEN. Any other questions ? 

Mr. Lovrr. Can we not pass a bill to instruct the Administrator to 
administer the law in the spirit in which it was enacted ? 

Mr. Anpresen. You could take it into court and seek to have them 
carry out the congressional intent. 

Mr. Witn1ams. Mr. Holman, do the manufacturers of oleo import 
a certain percentage of their ingredients ? 

Mr. Houtman. It used to be that they imported about 80 percent. 
They themselves did not do the importing at that time. It was 
mostly through Proctor & Gamble and Lever Bros. The principal 
ingredient was coconut oil, coming from either the East Indies or the 
Philippines. In the middle thirties the oleo people, very cagey, very 
far ahead in their program, entered into a long-time program to win 
the South and the Middle West. They adjusted their purchase policy 
to fit their propaganda, with the result that as time went on approxi- 
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ny tately oO percent of the oil going into oleo was cottonseed oil. and 
ap proxim: ite ‘ly DO percent at times, soybean oil, 

Of late years the coconut palms of the Far East have begun to 
come back into production. They | 
which tore down most of the trees. 

I notice that in this new struggle we are having. filled imitations 
are eoOne far beyond oleo, It is voing into filled ean milk, which 
this very committee in this room took the lead on in 1922 and 1923 
n prohibiting in interstate commerce: but it is not prohibited in 
many of the States so far as State manufacture and sale is concerned. 
In ice cream, the major use of the oils in there is coconut oil again, 

The next big fight in this country, and one of the most tremendous 
economic Importance to dairy farmers, will be the extension of these 
vegetable oils into every dairy product. Eventually so-called fresh 
muilk on the table in bottles, with all of the butterfat taken out of iT. 
will have vegetable oul In some form nserted 1 11) lie uu of the butterfat, 

Their chemists—and I am not referring to any particular industry 
now. but I do know that = industrial chemists are working on 
developing a substitute for the milk solids: and the time may come 
when you have on the ie et a complete synthetic product that has 
absolutely no dairy product in it whatsoever—fresh canned oleo, ice 
ream and they are also beoining to vet back agvaim into the cheese 
filling business. There is a small tax on filled cheese, but there is no 
prohibition of it. 

Mr. Witntams. Mr. Holman, you have a synthetic product that is 
ised now in the manufacture of ice cream, have you not / 

Mr. Hotman. Yes. 

Mr. Winntams. What is the substance of that ? 

Mr. Houman. That is an oil. 

Mr. Wiiurams. Is that coconut oil ? 

Mr. Hor MAN, Mostly eoconut oil: sometimes a little cottonseed oil 
is used, and sometimes a combination of oils with a little sovbean oil 
in it. 

Mr. Wituiams. How much of that is used generally 4 

Mr. Horman. I wish I knew, sir. We vet letters on it every day 
from our people and we have no means vet of being able to get ade 
quate and dependable information from the States on it. 

Mr. AnpREsEN. | might advise the committee that at a later date 
wee xpect to conduct a series of he: arings on these synthetic produc ts 
that are being developed and coming into the m: irket and using vege 
table oils: so we are working on that now. 

Mr. Wintutams. Mr. Holman, is it not true that the importation of 
this high butterfat content buttermilk has been quite disturbing as 
well to what we call the whole milk, dried whole milk? That has 
been used quite extensively in the manufacture of ice cream, too, has 
it not? 

Mr. Hotman. Yes, sir. I brought out a while ago that the com- 
bination of the two dried milks coming in—the dried whole milk and 
the dried buttermilk—was displacing a great deal of butterfat and 
forcing it to go into butter, which in turn goes to the Commodity 
Credit Corporation. 

Mr. WitutaMs. Mr. Chairman, was the buttermilk included in that 
37 million pounds of whole milk ? 

Mr. Anpresen. No; that is just whole-milk powder. 


iad two miant typhoons over there 
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Mr. Horman. Mr. Williams, my attention has just been called to 
the fact that under the census definition, any dried product of that 
character containing more than 6 percent fat is ruled to be a whole- 
milk product. 

Mr. Anpresen. Mr. Polk 

Mr. Pork. No questions. 

Mr. Anpresen. We thank you very much, Mr. Holman, for your 
very constructive statement. I want to ask you if you will be at 
liberty possibly at a later date when we get into more intricate de 
tails aby mut the type of control legislation ? 

Mr. Ho ILMAN, | will arrange to be available, SIP. | want to thank 
the committee. 

Mr. AnNpreseN. We will now hear from Mr. Martin A. Fromer, 
Counsel, (heese Importers Association of America, Ine. Mr. Iromer, 
will you kindly proceed? 


STATEMENT OF MARTIN A. FROMER, COUNSEL, CHEESE IMPORTERS 
ASSOCIATION OF AMERICA, INC. 


Mr. Fromer. Thank you, Congressman, for permitting me to ap- 
pear here this morning out of turn. 

Mr. Anpresen. We always like to hear from those who represent 
the other side of the issue. 

Mr. Fromer. I am afraid my point of view here appears to be an 
ul populat * one, However, I think that the information I have to 
olfer m: i\ be of some assistance to the committee to vel another view 

ont, 

Mr. Anpresen. Will you give your name and affiliation, please ? 

Mr. Fromer. I am Martin A. Fromer, and I represent the Cheese 
Importers Association of America, a nationwide organization of 
cheese importers. The organization has within its membership the 
Importers of a m: jor portion of the cheese imported into the United 
states, 

Mr. Anpresen. Do you represent any particular producers’ associa- 
tion in any foreign country ¢ 

Mr. Fromer. No. This is stric tly an association of American firms 
who are engaged in the business of import ing cheese, I | e ‘lieve last 
Friday, Mr. Congressman, I gave you a roster of our membership in 
our current yearbook, from w hich vou can determine the nature of 
the members in our organization. They include not only importe rs of 
cheese, but distributors also of domestically made and produced cheese 
and dairy products. 

Mr. Lovre. Do you represent any foreigners ? 

Mr. Fromer. No. The organization does not represent any foreign- 
ers, as such. Within the organization, however, there are three asso- 
ciations, so-called; for example, a Switzerland Cheese Union, which 
is an American organization represe nting as an agent foreign shippers 
of cheese. That is a member of our association. 

The same thing is true of the Holland Ki xporters Association—I 
think the name is. Excuse me while I consult this roster. Holland 
Cheese Exporters Association, 115 Broadway, New York 4. I am 
just try ing to indicate to you the “ype of re prese ntation we have. 

Mr. Lovre. Do you represent any American institutions that have 
financial interests in companies in foreign countries? 
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Mr. Fromer. What their foreign financial interests are, Congress 
man, I would not know. I can give you the roster of their names. 
Many of them you will recognize as American firms. Whether they 
have foreign Interests, | do not know. I know, for exiumple, Kratt 
Cheese Co., which is not a member of our organization, has foreign 
interests, or is re ported t o have interests in fore 10n prod ucei’s, In 
thi: it sense the ‘re hii L\ be some ¢ ompanies in our organizs ition who hi ive 
some interests in foreign producers; but the primary interests of ou 
members are as importers—A merican firms, American citizens, Ameri 
can businessmen engaged in the business of importing and distributing 
foreign nad domestic cheese. 

Mr. Lovrr. You are their representative. It seems to me you should 
know if any of your clientele has any interests in foreign institutions 
of some kind. Asa representative, it seems to me you would know that. 

Mr. Fromer. We have over 100 members. I could not possibly know 
what financi > interests each member has, other than the fact that the \ 
are American firms. I heard a witness testify before that he repre 
sented I do ae know how many thousands of producers. 1 am sure 
he does not know whether any of those producers have any farms in 
any foreion country. Neither do I know whether any of these people 
have any organizations in forelen countries. I presume that some of 
them have foreign connections, because they are engaged in the im 
portation of cheese. Some of them are agents for foreign shippers. 
Some of them are importers and distributors of cheese as such. Some 
of them distribute American-made cheese in the United States. 

Mr. Lovrr. Then, Mr. Witness, they do have financial interests 

Mr. Fromer. When you say “they,” I could not say 1, 10 or 20, 
Congressman. I am telling you I do not know the financial make-u ip 
OT each menmiber in the ore@aniZation, 

Mr. Lovrr. How long have you represented them / 

Mr. Fromer. Ten years. 

Mr. Anpresen. | believe you indicated that some group from Hol 
land was engaged in selling their cheese with members of your 
organization / 

Mr. Fromer. That is right, the Holland Cheese Exporters Associa 
tion. That is an organization that is interested in Holland cheese, in 
the sale and distribution of Holland cheese in the United States. 

Mr. ANpresen. Do vou know if they are incorporated in the United 
States or just a voluntary association from Holland ¢ 

Mr. Fromer. I believe it is a voluntary association. 

Mr. ANDRESEN. I believe you said you also represented a united 
group of producers from Denmark ? 

Mr. Fromer. That is right. They are members under the name of 
Denmark Cheese Association. There again I presume it is a voluntary 
association. 

Mr. Anpresen. And that is a Danish organization ? 

Mr. Fromer. That is a Danish organization. And the Switzerland 
Cheese Association, Inc.—and the “Inc.,” I presume, would indicate 
that it isa corporation, and I believe an American corporation. 

Mr. Anpresen. But it represents primarily and disposes primarily 
of cheeses from Switzerland, Swiss cheese ? 

Mr. Fromer. That isright I would also like to indicate some other 
names that would give you an idea more or less of the type of organiza- 
tion thisis. There are various companies that are identified primarily 
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with domestic cheese. I would rather hand you the list than to single 
Gut any individual one for the record. But I am sure when you see 
the hames Vou will recognize them as primarily distributors of 
American made ( heese, 

Mr. Anpresen. But the primary objective of your organization and 
your activity is to bring in more foreign cheese and promote the sale 
of foreion made cheese in the United States ¢ 

Mr. Fromer. The primary objective of our association is to see that 
ln porters are dealt w ith fairly, that no prejudicial or discriminatory 
legislation is adopted against them as American businessmen, and to 
promote the sale and distribution of cheese generally 9 and of imported 
cheese, 

Mr. Anpresen. In other words, you prefer and advocate no quotas 
on cheese, 

Mr. Fromer. We prefer and advocate the oreatest sale of cheese in 
America, and we think it can be achieved by having no quotas on 
cheese, particularly the foreign types of cheese. 

Mr. Anpresen. You may proceed with your statement. 

Mr. Fromer. I have prepared a statement which was submitted to 
the Senate Banking and Curreney Committee, and I have left with 

he clerk of this committee sufficient copies so that each member of this 
ommittee may receive a copy. 

In order to save time I am going to ask that it be incorporated in the 
record and I will proceed merely to make some comments with regard 
to that statement. 

Mr. Anpresen. Without objection it will be inserted in the record 
ut this point. 

(Mr. Fromer’s statement is as follows:) 


STATEMENT OF MARTIN A, FROMER, COUNSEL, CHEESE IMPORTERS ASSOCIATION OF 
AMERICA, INC 


The Cheese Importers Association of America, Inc., is a nationwide organi 
zation of cheese importers comprising in its membership importers of a major 
portion of the cheese imported into the United States. Its offices are located 
at 51 Chambers Street, New York City. This association is opposed to the con 
tinuation of the provisions of section 104 of the Defense Production Act, restrict- 
ing the importation of cheese. 

The first import restrietions imposed against cheese under the Defense Pro- 
duction Act became effective in July 1951 after having been added to the Defense 
Production Act without any opportunity on the part of cheese importers to be 
heard In September 1951 hearings were held by this committee on S. 2104, 
Which bill proposed the immediate repeal of section 104 of the Defense Produce 
tion Act The statement of this association and its testimony appear in the 
record of that hearing, commencing at page 2978, and the said statement, testi 
mony, and the exhibits there presented are pertinent here, and we request that 
they be incorporated into this reeord 

As a result of the said hearing with regard to S, 2104, this committee pub- 
lished a report, identified as Report No, 790, S2d Congress, 1st session, to accom- 
pany S. 2104. The said report comprehensively sets forth 8 compelling reasons 
for the termination of the controls embodied in section 104 of the Defense Pro- 
duction Act. The said report and the facts found therein are pertinent here 
and we request that it be made a part of the record. A summary of the reasons 
set forth in the said report of this committee for discontinuance of these controls, 
after a full and complete hearing, is as follows: 

“(1) Alternative statutes to accomplish the necessary protection of domestic 
industry are in full foree and effect, particularly section 101 of the Defense 
Production Act of 1950, section 22 of the Agricultural Adjustment Act, as 
amended, and section 7 of the Trade Agreements Extension Act of 1951. 
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“(2) Representative farm groups oppose section 104 as harmful to agriculture 

“(3) The President, the Department of Agriculture, the Department of State, 
and the Economic Cooperation Administration oppose section 104 as harmful to 
the interests of the United States 

“(4) No hearings were held on section 104 nor did it receive Committee con- 
sideration before it became part of the Defense Production Act. 

“(5) United States agricultural exports exceed United States agricultural 
imports, especially in the field of dairy products. Our agricultural exports are 
likely to suffer from action under section 104 

“(6) Depriving other countries of a source for dollars through trade will re 
sult in a reduction of their imports from the United States, or in the alternative 
Will increase the need for grants and loans by the United States to such countries 

“(7) Section 104 is inconsistent with United States world leadership in at 
tempting to reduce trade barriers 

“(S) Ten nations have already protested enactment of section 104, some claim 
ing it violates the law and spirit of the General Agreement on Tariffs and 
Trade.” 

These findings are just as true and pertinent now as they were at the time of the 
report, 

The repeal bill did not reach the floor of the Senate until the end of January 
1952, at which time the Senate voted to recommit the bill to the committee for 
further study. This committee filed a subsequent report, namely Report No 
1225, but the same was not acted upon. Instead, hearings were held in March 
1952 with regard to the renewal of the Defense Production Act. At the said 
hearings, the Cheese Importers Association of America, Inc., again submitted 
testimony, facts, and arguments upon the matter in issue, which testimony and 
exhibits commence on page 806 of the record of the hearing on 8S. 2594 to amend 
and extend the Defense Production Act of 1950. This committee, in rendering 
its Report No. 1599, 82d Congress, 2d session, to accompany 8. 2594, found with 
regard to import controls as follows: 

“After careful consideration of the testimony, your committee reached the con 
clusion that the provision in its present form is unnecessarily restrictive and 
inflexible, and may result in injury to the American export trade and to Ameri 
can producers dependent on exports, disproportionate to the benefits resulting 
from the provision.” 

The committee then went on in its report to revise section 104 so as to 
follow the provisions of Public Law 590, which provided for exercising import 
controls where such controls are found (a) essential to the acquisition or dis 
tribution of products in world short supply, or (%) essential to the orderly 
liquidation of temporary surpluses of stock owned or controlled by the Govern 
ment. The Senate acted favorably upon this revision, but the House passed a bill 
substantially similar to the previous controls, and in joint Committee, the Senate 
conferees yielded to the House on this provision and renewed controls which 
differed from the previously existing section 104 by permitting the Secretary of 
Agriculture to allow imports of a commodity in an amount 15 percent over the 
quotas fixed for the commodity, and by providing for the establishment of controls 
on the basis of types and varieties of commodities 

In July 1952, section 104, as extended, went into effect and expires June 30, 
1958. The Secretary of Agriculture has removed restrictions against imports 
of Swiss cheese, Roquefort cheese, sheep's milk cheese, and incidental minor 
varieties, but has retained restrictions on imports of Italian types of cheese, blue 
mold cheese, Edam and Gouda cheese, and Cheddar cheese. Restrictions against 
import may be reimposed by the Secretary of Agriculture upon all cheese upon a 
determination under the act, and the possibility of such action is a constant 
threat to the cheese importing industry. Quotas for the restricted cheeses are 
issued to importers based upon a complicated formula, all of the factors of which 
are known only to the Department of Agriculture. 

We submit herewith facts and statistics pertaining to the volume of imports 
of foreign types of cheese, domestic cheese production and consumption, and 
cheese exports. Domestic cheese production and consumption, unlike the sitn- 
ation in the case of butter, have been steadily increasing. In 1952, domestic 
production was 1,191,000,000 pounds, and estimated per capita consumption 
was 7.7 pounds, the latter constituting an all-time reeord, and the former being 
just short of the all-time record set in 1949. Imports, on the other hand, were 
again lower than the previous year and amounted to 49,062,000 pounds. This 
is about 4.1 percent of the total domestic production 
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he tables of statistics submitted together with this statement indicate 
that domestic cheese production has increased from 491,963,000 pounds pro 
duced in 1931, to 1,191,000,000 pounds produced in 1952. In the same period, 
per capita consumption has increased from 4.4 pounds to 7.7 pounds Im 
ports, on the other hand, have decreased from 61,991,000 pounds in 1931 to 
19,062,000 pounds in 1952. This, therefore, is not the situation of a new 





industry entering the American market to damage and destroy the American 
production. On the contrary, the United States production of foreign types 
of cheese derives from a market created and established by imports, and copied 
to some extent by domestic producers It is worthy of note that domestic pro 


duction of foreign types of cheese has been steadily increasing and that in 
ereased production and consumption of cheese generally reflects itself in in 
creased production of foreign types of cheese. Production of Italian types of 

eese in Ameri is grown from 3,493,000 pounds in 1931 to 61,615,000 pounds 
n 1952. Swiss cheese production has increased in the same period from 28,254, 
OOO pounds to 109,400,000 pounds Dlue cheese, which was not produced in the 
United States at all in 1931, was developed and introduced from abroad and in 


1952 accounted for a production of almost 10,000,000 pounds. Cheese imports of 
foreign types have been a stimulus to domestic production. The domestic cheese 
industry is a colossus compared to the trickle of imports from abroad. The sit 
uation may be likened to the tly on the elephant’s back and the inquiry of whether 
the fly was injuring the elephant. On the contrary, the giant is being protected 
against the pyemy. Even in 1950, when cheese imports reached the highest level 
since prior to World War II, the total of imports did not reach the amount im 








ported before the wat In the same y riod, however, domestic production in 
creased from TOS,500,000 pounds in 1989 to 1.171,825,000 pounds in 1950, and 1,191, 
000,000 pounds in 1852 Also, in the same period, per capita cheese consumption 


hout 5.7 pounds per capita in 1938, to 7.5 pounds per Capita in 
150 and 7.7 pounds per capita in 152 

The price of cheese in the United States is not seriously influenced or affected 
v cheese imports, but rather by an abundant milk supply, reduced buter consump 
on and large cheese productior Prices of imported foreign types of cheese are 
substantially higher than domestic cheese. Imported Swiss cheese, for example, 
sells for about 40 cents per pound higher than domestic Swiss cheese. Domestic 


Swiss cheese production has more than doubled in the last 10 vears In the pe 


ncereased from a 





riod from 1948 to 1952 alone, domestic production of Swiss cheese has increased 
from 70,665,000 pounds to 109,720,000 pounds, an increase at the rate of about 10, 
000,000 pounds per year, and a new all-time high for the fourth successive year 
The total annual imports of this variety amounts to 7,561,000 pounds and is small 
er than the annual rate of increase in domestic production. 

Prices at which imported Blue cheese sells to consumers are from 14 cents to 21 
cents per pound more than domestic Blue cheese. A recent survey at such stores 
as A. & P., American Stores, and Food Fair Stores, indicate a price for domestic 
cheese of from 68 cents to 7 3cents per pound and for imported cheese of 87 cents 
to SY cents per pound. Domestic production has increased to 9,855,000 pounds in 
1952, an increase of almost 5,000,000 pounds over the previous year’s production 
While imports were cut about 2,000,000 pounds by import restrictions 

With regard to Italian types of cheese, imported Italian cheese is substantially 
higher in price than the domestic product. Italian Provolone and Reggiano cheese 
sell from 30 cents to 50 cents per pound higher han the domestic product. Do- 
mestic production of Italian types of cheese is about as high as it ever has been, 
with the exception of the vear 1946 

(Cheese imports therefore do not injure or threaten to injure the domestic 
industry 

The continuance of section 104 seriously jeopardizes our own agricultural ex 
ports, including such products as cotton, tobacce, fruit and even dairy products 
The chief countries from which we import foreign cheese are among our best cus 
tomers for agricultural products. The record of our agricultural trade with these 
countries during 1951 was as follows 
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United States agricultural trade Mol 


Inu 
I I 
Denmark 4 4 4 
France is 
Italy o ® ‘7.1 
Netherlands 10.4 
Norway , f 
Switzerland 4 s 
United Kingdom ( ‘1 
Source: U. 8. Department of Agriculture, Office of Fore Agricultural Relat 


The cheese importers are a group affected with a personal interest in this 
matter. So, also, are domestic cheese producers, We urge that beyond the facts, 
statistics and argument which we submit herewith, showing a steadily increasing 
cheese production through the years, without any similar increase in imports, 
that the results of various studies of the subject by experts and organizations 
with a wider overall interest be given substantial weight 

In this connection we refer this committee to the re port Just handed to the 
President by the Public Advisory Board for Mutual Security This LDoard is 
composed of representatives of business, labor, agriculture, and finance. The 
investigation of this Board was extensive and continued over a period of 6 
months. Heading the list of its 10 recommendations was the proposal that 
decisions on foreign-trade policy be based on national interest rather than the 
interest of particular industries or groups. The Public Advisory Board's report 
states that “if this country does not take measures to facilitate an increase in 
imports, United States exports will fall and American industry and agriculture 
will be seriously affected.” Among the 10 recommendations of the Board is the 
repeal of section 104 of the Defense Production Act and the elimination of quotas 
on agricultural products. This report is the result of a detailed study of the 
problem involved, not from the point of view of the domestic producer, importer, 
or exporter alone, but of the welfare of the country as a whole. The report is 
significant in that its recommendations are based as much on the need for 
strengthening the domestic econoiny as on the desirability of aiding friendly 
foreign nations. In the case of agriculture, the report points to our particularly 
great stake in exports. Exports accounted for more than 20 percent of United 
States production of 6 key agricultural commodities, and of these, rice, cottor 
and wheat exports were over 35 percent of total output 

Recognizing the facts implicit in the above figures of our foreign agricultural 
trade, the outstanding farm and agricultural organizations in the United States, 
including the American Farm Bureau Federation and National Grange, have 
strenuously opposed the continuation of this section of the act. I quote from the 
press of a few weeks ago in this connection: 

In a statement issued today outlining its position, the Farm Bureau said 
“an outmoded United States foreign economic policy is enabling Russia to gnaw 
away at Western European trade and steal the United States farm market bit 
by bit.” 

The National Grange outlined a similar viewpoint in the current issue of its 
national monthly 

Both said Great Britain and other Western European countries are cutting 
down on American farm products because they don’t have enough dollars. 

They said these countries are not permitted to earn dollars in this country 
because of restrictive United States tariff and trade policies. 

As a consequence, they said, these countries are entering barter agreements 
with Russia under which they get Russian farm products in return for Western 
European industrial products which this country would like to keep away from 
the Soviets * * * 

The Grange, in its statement, asked : 

“Why has Western Europe been compelled in the current year to buy a ma- 
jority of her feed grains from our mutual political enemies behind the Iron 
Curtain? 

“We, as a nation, cannot abandon the idea of being commercial allies and 
expect to be successful as political or military allies. We must sell food to 
Western Europe. but if we do, then must import the things she has to sell.” 
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In addition to the farm organizations and agricultural groups which oppose 
the continuation of restrictions against imports, there has been a wave of oppo 
vition expressed by trade groups and industrialists throughout the United States 
The Detroit Board of Trade published a statement of policy on November 1, 
1952, which characterizes the quota system as “the most vicious type of trade 
restriction,” and goes on to state: 

Perhaps the worst example of the use of the quota system is contained in 
section 104 of the Defense Production Act of 1951. In this legislation Congress 
placed extreme restritcions upon the importation of various cheeses from Euro 
pean countries—primarily the Scandinavian nations, Holland, and Switzer 
land * 

The effect of this legislation upon our friends in Europe was most severe 
Through the Marshall plan we had spent tremendous sums of American tax 
dollars in order to improve the dairy industry of these various nations so that 
they would be able to sell these natural products to the United States, thus 
obtaining dollar credits to exchange for those manufactured goods they so badly 
need to import from this Nation. Section 104 of the Defense Production Act 
nullified much of the good accomplished by foreign aid and American tax dollars 
over the past 4 years 7 

The establishment of quota restrictions within the United States makes it 
Virtually impossible for us to argue or to fight against quota restrictions placed 
by other nations on American products. The quota system is contrary to every 
principle of private business and free enterprise.” 

The National Foreign Trade Council, at its 839th convention in November 1952 
published a declaration of policy which pointed out that “increased imports are 
necessary also in order to enable other friendly nations to pay for the goods and 
services they need from this country, thus helping to preserve and expand the 
foreign markets upon which our future export volume will depend. 

Industrialists and banking institutions, including Henry Ford IT and Winthrop 
W. Aldrich, formerly chairman of the Chase National Bank, previously Am 
bassador to England. have called upon the abandonment of the import quota 
system, Which is contrary to every principle of free enterprise 

The policy of “trade, not aid” has been heralded throughout the country as 
the way to greater security and economic stability in the free world. The State 
Department, recognizing the validity of “trade, not aid,’ is continuing that 
policy in the present administration In the press of March 4. 1953, Mr. A. Z 
Gardiner, economic adviser in the Department of State, was quoted as making 
the following statement before a meeting of the Tea Association of the United 
States: 

“We can hope for a continuation of a policy which originated in the thirties 
and which looks to the removal of restrictions in our import program and in 
the import programs of other countries—elimination of barriers to trade whieh 
provide an undesirable and unwarranted degree of protection for domestic 
miurkets, If other countries are to earn our dollars, which thev need to enable 
them to purchase our exports, they must be able in turn, to sell more freely to 
the United States.” 

The State Department but recently issued a very informative booklet unde 
the title “Together We Are Strong,” which, in very simple and direct language 
points out that import restrictions stifle trade to the detriment of the country 
asa whole. We quote from this publication as follows: 

“In 1951 we sold to other countries $4 billion worth more of goods than we 
bought from them. Since 1920 our sales have been approximately $70 billion more 


than our purchases The difference has been made up largely by the United 
States giving or lending these other countries the dollars to buy our goods 
The net result has been, in effect, a subsidy of our export business. Without 
this, our export business would have been cut way down. Our cotton, tobacco, 


and wheat farmers, our machine-tool, chemistry, and oil-product industries 
would have lost the market for a large part of their total output 

“On a permanent basis this kind of subsidy is not a satisfactory way of doing 
things The other nations do not care for it We do not It is necessary under 
prevailing conditions, but only as 2 temporary expedient 

“These other nations must be given a fair chance to earn the dollars they 
need, * * * 

“Most of these nations produce goods of some kind They would like to sell 


these goods to us 
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‘The eatch has heen that we, in many cnuses, have refuse o permit then 
to do so es 

‘We have preached increased prom tivity t thes ls Highs pre ( 
tivity as the way to prosperity and therefore to peace s the theme song of 


cur mutual-aid programs 


MORE GOODS AND MORE JOBS AS A BETTER LIFE FOR MORE PEOPLE 


Sut without increased international trade, increased productivity makes little 
sense To increase productivity countries usually have to buy goods fro other 
nations, and to pay for them they have to sell their own products No nation 


is self-sufficient, and so failure to increase trade between countries really stifles 
rather than helps greater production 

“The goods these nations wish to sell us are limited in quantities Against 
our own gross hational product of over $325 billion a vear they are barely more 
than a trickle. This trickle is, however, of tremendous importance to the pro 
ducing nations. Frequently it is the margin between being able to pay for 
United States goods or not being able to pay for them. 

‘And they need our goods. They must have them. Otherwise the defense 
program and the ‘brave new world’ program both will fall flat on their faces 

The affect of the imposition of restrictions against cheese iniports can be dete 
July 1950-51 with the fisenl vear 
July 1951-H2 In the former year, while there were no import restrictions, cheese 





mined by comparing figures for the fiscal year 


imports totaled 60,670,000 pounds, or approximately the same volume as prior 
to the war, for a total value of $25,449.00 Under import controls in the fiscal 
vear 1951-52, imports were cut to 48,928,000 pounds, the value of which was 
$19,504,000, or a reduction of $6,145,000 (U. S. Department of Agriculture, 
OFAR) While this volume is inconsequential with regard to our own economy, 
it is of enormous importance to the countries exporting cheese, which countries 
have found it necessary to retaliate by spending less dollars for our owt 
products 

The Dutch and the Canadians have both announced that they will be able to 

hi tl 








take s American wheat and flour Similarly, the other countries, including 
New Zealand, Australia, Denmark, Italy, and the rest of the countries affected, 
have protested these restrictions As stated in this committee’s report No. 790 
referred to above, 10 nations protested the enactment of section 104 These 


nations have since then protested again and again the continuance of these 
restrictions, and the pro-Communist elements in these countries have been laying 
great Stress upon the fact that the United States preaches one policy but prac 
tices another 

In conelusion, we request that the import restrictions contained in section 104 


of the Defense Production Act be ended The enormous injury to our ow! 
economy and to the friendly world is such that the protection of a particular 
group does not justify the continuation of such restrictions. This is especially 


trne in the Case of CIOCSe, where Wwe have endeavored to show there is no com- 
pelling necessity for the imposition of such restrictions. We have, naturally, 
dwelt upon cheese as it is the product with which we are particularly concerned 
however, the general principle applies with reference to all products 

Trade is the lifeblood of this Natior We had as well add briar pipes—and 
all of the other briar pipes products—to the list of restricted products. If each 
country adopted the policy that the products it makes must be protected against 
imports, our foreign trade would be destroyed. If we don’t buy the products of 
other nations, they cannot have the dollars with which to buy our products 
This includes our farm products as well as our automobiles, typewriters, machin 
ery and other diversified products. We cannot forever prime the pump by giving 
away money at enormous cost to our taxpayers, to subsidize our exports. As 
pointed out in the various publications above, a strong economy demands a 
minimum of trade restrictions. The termination of the restrictions contained 
in section 104 of the Defense Production Act is an important and indispensable 
step in that direction 
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United States cheese imports for consumption by variety—1938—52 
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Mr. Fromer. First I would like to hand up to the committee a set 
of graphs which represent cheese imports, domestic production and 
domestic consumption of cheese, 1931 to 1952, and the ratio of cheese 
Imports to domestic cheese production, 1931 to 1952. 
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Mr. Anpresen. Is that by types, or is that overall cheese ‘ 

Mr. Fromer. This is an ‘overall graph, first. You will note from 
the first graph, which is entitled “Cheese Imports, Domestic Produc 
tion and Domestic aes Et 1951-52,” that the graph was origi- 
nally prepared last vear and has been brought down to 1952 

The figures contained in the graphs were taken from statistics pub- 
lished by the United States Department of Agriculture and the 
United States Department of Commerce, and are contained in my 
statement. The grap yh indicates the increase of domestic cheese in 
duction from 491 million pounds in 1931 to 1,150 million pounds 1 
1951: and alaaat 1.195 million pounds in 1952 

You will also note from the chart that in the same period of time 
domestic cheese consumption has imereased from 4.4 pounds per 
capita to an all-time high of 7-7 pounds per capita; while with regard 
to imports, the graph demonstrates the decline of cheese imports for 
the second consecutive vear to 49 million pounds, and the fact that 
cheese ports have not reached the prewar level at any time since 
the war years. 

The second chart entitled “Ratio ot Cheese Imports to Domestic 
Cheese Production, 1931-52." demonstrates that, whereas cheese 1m- 
ports amounted to 12.6 percent ot domestic cheese production in 1931, 
t represented 4.5 percent in 1951, and 4.1 percent im 1952. It will be 
noted from both charts that, although section 104 was “liberalized”—I 
use the word liberalized in quotes—in July 1951, the volume of im- 
ports al d the ratio of imports to domestic production continued 1 
decline from the year 1950. 


It is worthy of note that domestic production of foreign types ot 
cheese has wager pe been increasing, and that increased production and 
CONSUMptlol! of ese generally reflects an incre: ased production of 
foreign tVvpes of chees Production of Italian types of cheese in 


America has grown hous 1 3.493.000 pounds in 1931 to 61,615,000 pounds 
in 1952; and swiss cheese production has increased in the same period 
from 28,234,000 pounds to 109,400,000 pounds. 

Blue cheese, which was not produced in the United States at all 
n 1931, was developed and introduced from abroad and in 1952 ac- 
counted for a production of over 11 million pounds. 

I would like at this ‘ae to comment on some of the statements 
made by Mr. Holman about blue cheese, and then we will come back 
to my statement. 

Mr. Holman stated with reference to blue cheese, and using that as 
a classic example of why we need controls—and incidentally, blue 
cheese seems to have been the whipping post for this whole legisla- 
tion—that domestic blue cheese went down from 1946 onward, pound 
for pound as imports increased. I do not know if you have these 
tables before you with regard to domestic production of blue cheese 
compared to imports, but I would like to point out that in 1946 
domestic production was presumably 12,451,000 pounds. 

Parenthetically, | may say I think that that very high figure for 
that time was somewhat influenced by OPA regulations which pro- 
duced a greater advantage for blue cheese than for any other cheese, 
because in the previous year production was less than 10 million 
pounds. Sut from 1946 to 1947 it went down from 12,451,000 pounds, 
to 10,580,000 pounds, or about 2.million pounds. Yet in 1947 very 
little blue cheese was imported into the United States. 
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Mr. ANpresen. What year was that? 

Mr. Fromer. 1946 to 1947. 

Mr. Anpresen. There was very little in 1947 ¢ 

Mr. Fromer. In 1947, Congressman, 1,000 pounds of cheese. The 
humeral “1” is there in 1947. T say the 2,000,000 pound reduction 
was not affected by the 1.000 pound Import. 

Mr. Anpresen. I would say since 1947 you have done pretty well 
In represe nting those countries. 

Mr. Fromer. I am going to just point out the facts, Congressman ; 
Iam not going to argue them. 

Mr. ANpREsEN. I want to comp yliment you on the job vou have done. 

Mr. Fromer. I appreciate your compliment, but IT only want to 
point out the facts so you will have them all in front of you. From 
1947 to 1948, production went down another 1.3 million) pounds. 
Imports were just under a million pounds. So it was not quite a 
pound for pound reduction, but a continuation of a previous decline. 

From 1948 to 1949 domestic production went down another 1,100,000, 
but the increased Imports were only LOO O00 pounds ; so the reduction 
was more than twice the imports. 

Now I want to point this out to you, that blue cheese was not made 
in the United States until it had been introduced from abroad. We 


had imports of blue mold cheese back in 1931. Some statistics were 
submitted to vou by the Department of Agriculture of imports from 
931. The tables attached to my statement unfortunately only begin 


with 1938. However, these statistics submitted to you by the De ‘part 
ment of — ulture indicate that up until the year 1936 the amount 
of imports of blue mold cheese were included in the category of 
“Other.” Ba starting w ith the vear 1936, in 1936 there is a figure of 
1.S18.000 pounds: in 1937, 3.660.000 pounds; in 1938, 3,376,000 pounds. 
I suspect that the transfer of the categories in 1936 had something to 
do with the fact that 1936 showed only 1,800,000, But in any event, 
we see that prior to the war lnports of blue cheese were about 
million pounds, and it was a new industry, something stimulated from 
broad so that we developed it here. It is a wonderful cheese and 

is growing all of the time. IT say it was stimulated by imports. 

Mr. Anpresen. You do not object to beginning a new industry in 
the United States? 

Mr. Fromer. No: I want to encourage it by permitting imports and 
showing you that there are other cheeses that have come in to the 
United States and further stimulated our domestic production, 

Mr. Holman has attached to his statement an exhibit following page 
t which should be corrected. The figure for the average 1934 to 1938 
of blue mold cheese should be corrected. He says the average imports 
were 1,771,000 pounds ; and then there is a footnote in which it is stated 

3-vears average. 

[ am afraid that the figure which he gives is actually a 3-year import 
divided by 5, because the imports for the 3 years from statistics which 
were kept separately on blue mold cheese—which is 1936, 1937 and 
1938—total 8.854.000 pounds. When you divide that by 3, you get 
2,951,000 pounds. If you divide it by 5, you would get the figure he 
has of 1.771.000. But that would be incorrect because it would not 
be an average for 5 years when you have the imports only of : 

The same error in that same exhibit was made with naleteies e to 
Edam and Gouda cheese, where 3 years of imports were added and 
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divided by 5 instead of : When vou divide DV 5, as should properly 
be dor e. the average acta be 1,604,000 pounds. The same error was 
made with reference to Cheddar cheese. Three years of imports have 

been divided by 5. and when properly divided by : 3 would be 5,797,000 

pounds 

I do not doubt that the error was inadvertent. 

Mr. Anpresen. The committee will check those figures. 

Mr. Fromer. These figures are taken from the table of statistics sup 
plied by the Department of Agriculture. 

Mr. Anpresen. Do you mean the Department was incorrect 4 

Mr. Fromer. No: the De partment is correct. The figures for the 3 
years are taken from the Department of Agric ulture figures. As he 
indicated here, he says “3-year averages.” but actually it is 3 years” im 
vorts divided by 5, which is not a 3-vear average. 

With further reference to blue mold cheese, Mr. Holman said that . 
we were now sharing a 10-million pound consumption about 50-50 
with Denmark. That is not a correct statement. In the United States 
we produced alone LIZlo ooo poul as of blue mold cheese, In addition 
to that, there were imported about 3 million pounds of blue mold 
cheese. These statistics are in the tables I have submitted, and in the 
tables that the Department of Agriculture have submitted; and I do 
not believe there can be : any controversy about it. 

Incident: ally .1n the tab les that I submitted the f fivure for blue mold 
cheese appears to be 9,855,000 pounds. That was based upon certain 
monthly published re ports of the Department of Agriculture, which 
it appears have since been corrected. And for the period April, May, 
June and July the actual production was higher than had previously 
peen pub lished, and the total comes to 11.215.000 pounds, 

Mr. AnpreseN. Is that for blue mold cheese alone / 

Mr. Fromer. Blue mold cheese alone: Gorgonzola is excluded 
the domestic production figure. 

Mr. Anpresen. I have a figure here of 5,048,520 pounds for 1951. 

Mr. Fromer. I am talking about 1952, Congressman. 

Mr. Anpresen. I have got 3.022.495. 

Mr. Fromer. Are vou talking about imports or production 4 

Mr. Anpresen. Imports. 

Mr. Fromer. These figures I have been talking about are domes 
tic production figures; and I said when you add to that the 3 million 
you just referred to which was imported, you get a grand total of 14 
million pounds, which is more blue cheese than has ever been con 
sumed in this country. In other words, Mr. Holman says that our 
normal average for blue cheese was about 10 million or 10.5 million 
pounds without imports. 

I think that this demonstrates to you that with imports, we are pro- 
ducing more and that the imports have been a stimulus to production. 

Mr. Anpresen. I will concede that consumption of blue mold cheese 
has increased in the United States, and I am going to take a little 
credit for that myself. 

Mr. Fromer. I think it was bound to increase as we got imports into 
the country and stimulated the tastes of American consumers. 

I would like to comment, while I am on Mr. Holman’s testimony, 
on another statement which I think is misleading and incorrect. That 
is with regard to the amount of the quota, the very liberal quota of 
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It gow type cheese that was granted to Italy. Mr. Holman is way 
off Ine on that thing. He testified here, and he testified before the 
Senate committee: and I will quote from the Senate committee tra1 
eript because that is the record that I have. 


I ma state here that the origi il q ita given Ita Was S irge that I iy 
s unable to export to us as 1 b ( 
by Secretary Brannan. Consequ hen | nib furnish us 
| se t t the re velling a ha ey cou hip to us D 
t I { oS I) DD { i Ag il t =} el { wmo;rie 
intry; and as I reeal t shifted vel i 
Not LIne noth o Col ld He Turtner Trom the truth. | i¢ fact = 
' ] } ] ? . } 
lat the cheese mn question wits shifted Trom \reentina to Italy. | 


fact is that after the shift. Italy had a quota of only 3.513.000 pounds 
ggainst Argentina’s 5.643.000 pounds: and 1 the first 6 months of the 
Guota pel od—Julv to December- Italy used up two-thirds of its 
vearly quota by i porting over 2ZZ00000 pounds, W ile Argentina 
{ 


id oO} ly nsec abot if a ( mugcer of - quota by send ne to this country 


~ } 
150 O00 pout qs 


Tn dentally, those facts also refute Mr. Reed’s statement of the 


other day that Argent ha Was dumping its cheese here, In fact, it 1s 
so difficult to do by siness with Argentina that we are demanding of 
the Se retary that he permit. a further shift to Italy because Itah 

nnot export it cheese to oe | nited State in the quantities in 
vhich it should. Incidents ally, he cheese tha at comes from It: ily, as 


vou no doubt well know, is very substantially higher in price than 
either the domestic cheese or th Pian htine ica Therefore there 
hould be a} reference to Ttaly. 

Mr. ANDRESEN. Let us go back to the Argentine cheese. Take the 
Romano cheese. I know the qi ota for Argentina was 1.400.000 pounds, 


vhich was shipped in here last vear, Is that correct ? 


Mr. _—— No, a quota was substantially greater than that, 
Mr. Andresen, but the amount they shipped was 1,500,000 pounds. 

Mr. i cae N. Then the De partment Is not correct in its figure of 
1.400000 pounds. IT do not always take the figures from the Depart 


ment either, but those are the most reliable ones they have. I ques 
tion them sometimes. 

Mr. Fromer. I do not see any creat variance in the two. You are 
Savy ing they said 1,400,000 and I said 1,500,000. 

Mr. Anpresen. Do you know what the exchange situation is with 
Argentina on cheese at the present time? 

Mr. Fromer. I know this, that regardless of the exchange situation 
it a very difficult. if not erie ible. to do business with Argentina 

cause they refuse to sell the cheese on a credit basis. They refuse 
to send the ‘chee se up he re agalnst letters of credit. sub ject to passing 
food and drug. So an importer would have to open his letter of credit 
and trust to luck that he vets the Bence thet | he bought. 

That is why the very compat ‘ative ly small amount of its quota has 
been used, So exch: anve does hot even entel into the question. 

Mr. Anpresen. I think you ought to be fair about that, because 
the officials in Argentina have decreased the rate of exchange or made 
more pesos available in the case of cheese. So instead of 10 pesos for 
il dollar, there are 11645 pesos per dollar on cheese. 

Mr. Fromer. It was not a question of cheese alone, Congressman. 
If the were so interested in selling the cheese as to vO to such lengths 
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as to change their currency, they could do a lot better by simply mak 
Ing It poss ble for America 1 businessmen to do business with them 
and correct hg thei trade pre actices 1 sending letters ot credit. 

Mr. ANpresen. If vou would proceed to tell us why vou are either 
for or awainst mport controls on cheese, then we can get down to the 
subject matter. 

Mr. Fromer. With respect to the price aspect—and that is what 
you are indicating when you referred to Argentina—of imported 
cheese, we have stated before and we re peat that the price of foreign 


pes ot lmMported cheese 1s higher than the same types of domestic 


I submit to you the current quotations in the New York Journal of 
Commerce al d draw to your attention prices quoted for foreien types 
of cheese. These are the prices ot cheese at wholesale level in the 
city of New York. Domestic Romano cheese is quoted at 67 to 69 cents 
yx r pound: Italian Romano cheese is quoted at SS to 90 cents per 
pound—and there are various brands in Italy which are substantially 
higher than that 

Domestic Provolone is quoted at 51 to 54 cents per pound; while 
imported Provolone is quoted at 75 to 78 cents per pound. 

Mr. Anpresen. What about swiss cheese from Finland, Holland, 
and Denmark? What is the quotation on that 4 

Mr. Fromer. The amount of swiss cheese? Let us start from Hol- 
land, which I doubt. The amount of swiss cheese from Finland is 
also inconsequential as compared to our domestic production. With 
reference to swiss cheese, our production of swiss cheese has in- 
creased in the last 4 vears an average of 10 million pounds a year, 
which is greater than the amount that we annually import. Swiss- 
cheese ports, the whole « ategory mM L951, was 7.800.000 pounds, and 
In 1952 they went down to 7,500,000 pounds, in spite of the fact that 
<wiss cheese was taken off control in July 1952. 

Kighty percent of the swiss cheese, so-called, that is imported is 
the Switzerland swiss cheese, and that sells from 40 to 50 cents per 
pound more than the domestic variety. 

Mr. Anpresen. It is not under control either? 

Mr. Fromer. It is not under control either, and it shows the fact 
that you do not need controls for it. I would like to point something 
out with reference to statistics concerning swiss cheese. The reporte “d 
ig within the category of what they call Emmen 

‘ese with the eye formation of swiss cheese, when 
you see a figure « f so mat vy and so many pounds imports of swiss 
cheese, it also includes that catchall category of cheese with the eye 
ado of swiss cheese, which may be T ilsiter cheese or Meunster 
cheese, or any other cheese that even has a pin hole that looks like 
the eve of swiss cheese. 


oe cheese comes in here as a specialty cheese and is not competi- 


swiss cheese COM)! 
thaler ( heese, or ¢ hie 


tive with any particular variety of swiss cheese in the United States. 
Still the figures might lead you to caged that when X pounds of 
cheese comes from Holland and it listed under swiss, that it is 


swiss cheese. It is not necessarily mails cheese. It no doubt is some 
other kind of cheese made in Holland, but has an eye that looks like 
swiss cheese; and the amount is, as I said, so very small compared to 
our domestic production that it is almost immeasurable. 
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Mr. ANDRESEN. Sw Iss cheese from Holland is under Import control ? 

Mr. F ROMER. No. 

Mr. Anpresen. Or from Finland or Denmark / 

Mr. Fromer. Swiss cheese from any source 1s free of control at the 
present time because it has been determined that it was not competi 
tive with the domestic production. 

Mr. ANpreRSEN. Do you mean to tell me that when swiss cheese from 
Finland and Denmark is being sold at wholesale here at 40 cents a 
pound, it is not competitive ¢ 

Mr. Fromer. First of all, it is not being sold here wholesale at 40 
cents a pound, Congressman. 

Mr. ANpDRESEN. We have testimony to that effect, that a recent cargo 
came in from Finland of swiss cheese—it may not be like the swiss 
cheese from Switzerland, but it was called swiss cheese—and it sold 
at 40 cents a pound wholesale. 

Mr. Fromer. I question the amount of the price. However, I go 
on to say that if one shipment of swiss cheese came in, it certainly does 
not affect the 109 million pounds that is made annually in the United 
States and is not sufficient reason to go and impose a whole system of 
controls and engage a whole department concerned with restricting 
imports of cheese. The main cheese that comes and competes under 
the name of swiss cheese is the product from Switzerland. 

When you open controls on cheese, you cannot say and I suppose 
it is not feasible to say, “Well, now, we are coiling to let the cheese 
in of a particular variety from one country, but not of another coun 
try.” I guess the State Department is going to get into all kinds of 
trouble on that. 

Mr. ANpresEN. I put this up to you. I quote a paragraph from a 
conference report on a bill that was passed last year : 

Che committee of conferees desired to make it clear that this authority 


that is. to bring it in without controls— 


s not to be exercised with respect to types of cheese such as Roquefort 


nea : ; ‘ 
and Switzerilane 


cheese 
wiss cheese 

It was agreed there was not to be any import control over those 
two types. But it certainly did not mean they were not going to 
control] imports ot swiss cheese from inland, Denmark, and Hol 
land. Is that not your understanding of it? 

Mr. Fromer. My understanding of it is that swiss cheese as such 
which was imported was so much higher priced than the domestic 
product that controls would not be required with reference to same. 
Now, when you decontrol a variety of cheese and you find that 80 
or 90 percent of the variety comes from 1 country, it seems to me 
it would be unfeasible to maintain controls on that product from 
individual countries. 

For example, a listing here for July 1952 indicates 1,000 pounds 
of swiss cheese from Italy. Are we going to maintain controls for 
that? Eleven thousand pounds from Holland. Are we going to 
maintain controls on swiss for that? Ten thousand pounds from 
Germany; 8,000 pounds from Denmark, and 778,000 pounds from 
Switzerland. 

It would seem to me from an administrative point of view, you 
just decontrol the variety. 








































DAIRY INDUS 
Mr. Lovee. Mr. Chairman, I wonder if the witness could tell us 
what we could do about the surplus we have now on hand in this 
ountry. Could vou suggest a wia\ we could dispose of that ¢ Maybe 
if your chents would want to buy it. 
Fromer. [ would like to quote Mr. Benson when he says 
Mr. Lover. I am just asking you, Mr. Witness, what do you sug 
rest we do with this surplus‘ We have it; it is a statement of fac 
Now voutell us what we could do w th it. 
Mr. Fromer. I think we are going to have an even greater surplus 





t 
{ 


Mir. Lover. You are not answering my questiol atall. Iam asking 
\\} AL. ould we do w t | thre irplus we now have on hand ¢ 


reestions that would assist this committee ‘ 


( / 
Mr. Fromer. 1 agree with Secretary Benson when he says when 
\< 5 1} ort Pp! ICUS. then you should control production. 
Mr. Lovrr. That is not an answer to my question. Have you got 
answer’ Have you got any recommendation of what to do with 
this surplus . 
Mr. Ire MER. I think, Congressmal that is the answer. If you 


control pre duction, you W il] be able to dispose oO youl surplus. q hen 
f we are going to maintain supports, we should control production. 

Mr. Lovre. Mr. Witness, there is no use to argue this question. 
What can we do with the surplus now on hand? ‘That is my question 
to you. Have you any suggestion as to what we can do with what we 
now have ’—not what we are going to have tomorrow, but what we 
have today. 

Mr. FRroMER. If e control future production, ve are going to be 

ble to sell what we have on hand in time. Phat is the answer, 
Congressman, 

Mir. Lover. You have no suggestion ther 

Mr. Fromer. hat is my suggestion. 

Mr. ANDRESI N. Would yvour group recone ic that we shift this 

irplus cheese to the countries like Switzerland or Denmark and Fin 

and Italy and Argentina ? 

Mr. Fromer. Congressman, we want to ship everything that we 
have abroad ana let these othel fellov s worry, even our money, keep 
=] pping il abroad, keep priming the pump, vet rid ot our surpluses. 
What are they supposed to do with our wheat if they grow their 
wheat’ What are they supposed to do with our automobiles? Should 
they keep our automobiles out, too! It goes both ways: it is a two- 
way street. 

If we are going to say we are going to maintain prices by supporting 
production, by supporting prices, and we are going to Say, “Now vO 
thead and produce unlimited quantities.” do you think that these 
imports of 49 million pounds of cheese, which amounts in terms of 
milk to less than one-half of 1 percent of our milk production, really 
seriously caused this surplus ? , 

Keeping that cheese out did not do it, but perhaps if we had bought 
some of that cheese and they got more American dollars, they mav have 
heen able to buy more wheat. I notice our exports of wheat and other 
agricultural products were down. We export far more agricultural 
products than we import in one or two ways. Either we give it away 
and interfere incidentally with their production: or we make it pos- 
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sible for them to buy our products by buying their products where it 
does not hurt us. 

I submit it does not hurt us here on cheese. 

Mr. AnpresEN. I understand that fully, that there has to be a sort 
of two-way street. As IT understand you, you want to do away with the 
support program. You want to do away with import controls, 

Mr. Fromer. I have not testified on the support program yet. 

Mr. Anpresen. I am particularly interested, because you deal in 
(airy products that are produced n foreign countries and you are 
tustry in the United States in order to 
finda market for the members of your association. 

Mr. Fromer. That is very far from the truth, Congressman. We do 


ready to liquidate the dairy in¢ 


not want to liquidate the domestic cheese industry because most of ou 
members handle, as I told vou, domestic cheese. But we believe that 
by permiutting the imports of foreign types ot « heese nderstand this, 
we are not particularly interested in Cheddar, which is the only chee 


that the Government Supports. We are interested in the foreign 
types that have helped to stimulate production. 


Kor « xample, when I appeared before the Senate connunittee last 


veek T haa with me a processed Gorgonzola cheese from Italv. It 

a product not manufactured in this country at all. It happer 
to be a very delicious one, and I am terribly sorry I do not have it 
here today . be auise We cannot lmport it. We got a unple hipme 
from the others de by airmail, and it just went. . 

But I would like to have demonstrated to vou that it is an individ 
1 lly 2-ounee? wrapped package. It has a green streak throughout. 
It is something new, and I think if we imported it into the United 
states our own producers would « ventually take it up and sell it. 

Our domesti COUSUIMPtLON OF « reese at the present time is Vrowl!l 
from 4.4 pounds per capita to 7.7, and we have not reached anywhere 


near the top. We could double that: and by doubling 
tion, that Is where youl surplu es can go because people have topped 


lat consump 


eating butter evidently for two reasons—tirst, thev are all on diets, 
and secondly, they are eating more margarines But they have not 
stopped eating chee 56. Cheese has been growing every year. Wi 
have increased all along the line and we ean crease further. How ? 
Not by eating the same kind of cheese « av in and day out, but by 
h Ving different varieties and by oul prod icers tak ng on those 


varieties. 

You take the processed Gruyére, it all came from Switzerland up 
until just a couple of years ago; and when the war came along we 
started to duplicate it in our factories. We now have producers who 
make fine pro esse | Gruy ere cheese. AS W el] As fine cheese w hu h comes 
from abroad: and there is room for both because we can stimulate 
consumption and dispose of our surpluses and use it that way. 

I am not suggesting liquidating our dairy industry. Far from it. 

Mr. ANDRESEN. Give us your final recommendation of your organi 
zation on the need for import controls. 

Mr. Fromer. My final recommendation is this, Congressman. We 
do not need section 104. That protection of the dairy industry was 
embodied in section 22 of the Ag icultural Adjustment Act. When it 
becomes necessary to protect the supported product, the President 
and the Secretary of Agriculture have the power to do so through 
proper measures. 
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Fromer. Thank you, sir. I would like to complete the quota- 
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litference of anywhere from 14 


ts per po Ind more for imported blue cheese than for domestic 


blue cheese. 


oraphs of the « ees 


leading chain stores. 


( 


onnectio with this survey, \ 


e purchased. 


ious purchases were made at 


I submit herewith for vour consideration photo- 


At tl 


1e time of the survey, which was 


during December 1952. linported blue cheese purchased at the A. & P. 


~~ 


OO} 


es sold for 


rol lo cents 


Ss) cents per 


} pound ¢ 


] 
} ; wun 
pel po na 


was selling Tor S¢ cents pel 


whereas the domestic blue cheese 


At the 


American Stores the imported 


pound, while the domestic prod- 
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' 
' 
' 
' 
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uct was selling from only 68 cents per pound. At the Food Fair 
Stores the imported product was selling for 89 cents per pound, while 


the qdomesti produ t was selling for only 69 cents pet pound. 
I went into Macy’ cheese department last week to compare the 
prices ot some ot the cheeses. Macy's mamtamns one of the largest 
irieties of different types of ‘theese. I noted that the Italian varieties 
of cheese which they were offering for sale were quoted as follows: 
Kt 
I tic . 
i |. 44 
i? t [ ie? 
i te 
1h Stic 
I iD | 
| the p tandpoint therefore don produce ve noth- 
o orl ibout from in | ( L'} mported product is 
© Lidice ul ne the dome produet 
In « tatement we have fed the Tact e CO e of the 
pro ! of section 104 seriousl eopare ( our oO agricultural 
( i til re iti e Dey ent 
ol ‘ Cite \ f] ko} \ l 


, | rr stite t { ( i il 1 il » 1 ( rare 
0 } ill ian t ! Olly'¢ ~ () es e eX j ere mn 3 to 
) ( i itl oy 1 ul pre l Do How i » 
po rt i ( { mtoearnt ( LT’ \ oO! OUT ¢ rts? 
1) the la ey il ( prior to é } ( oft these re 
t mis. Our exports of « ‘ ded ow pol Kor t t 
Cu ( l Ji \ I LOD] ad { ports ind mport ot cl e were ut 
wmoutl e Saln lev 1) re Were Import ot bee O \ pounad il | 
exports of 42,177,000 pounds of chee 
\ \ \ irge pel tao OT ¢ Lo if rn ! lepende t 
} Xport wid ~ { ( Mh LLi\ l oOuhne ) ) { ( DOs l 
ot producers and the country as a whole, to leopardize the contin 
of these exports by le TNpPOs on of in port restrictio 
The heese Importers as rvroup are itfected { 1 pel onal terest 
s matte So re eqdomest hee ! \ Ly therefore 
nave reed vou to look hy Vona wia W ¢ 1) t to vou and examine 
t he { ilé and opl ms of experts and orea ZAtIOI th a wider 


Mutual Security. This Board composed of representatives of b 

ess, labor, agriculture and tinance. The investigation of this Board 
we extensive and continued ove1 . period of 6 months. Heading the 
list of its 10 recommendations was the proposa | that decisions on 
roreig) trade poliey be based on n tional interest rather than the inter- 
re parisons ir industries or groups. The Publi (Advisory Board’s 
report states that “if this country does not take measures to facilitate 
in crease 1n imports, United States exports will fall and American 
3 Among the 10 


ndustrv and agriculture will be seriously affected. 
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reconumendations of the Board is the repeal ot section LO4 of the De 


fense Production Act and the elimination of quotas on agricultural 


rod t 

| Recognizing the facts implicit in the above figures of our foreign 
agricultural trade, the outstanding farm and agricultural organiza 
tio! n the United States, including the American Farm Bureau 
I ederation and National Grang have stre nuously opposed the con 


In addition to the farm organizations and agricultural groups 
Oppo fhe ee t inftion of resti C1 iWalhst Imports, there 
1 e] ive Of Oppositiol expressed by trade groups and indus 


triaiists 1 rouge out the United siates, The Detroit Board of Trade 


published a statement of policy on November 1, 1952, which characte 
1ZeS | e quota system as “tl most \ lous LV] » of trade restriction.” 

TIndusti lists and banking institutions have « illed for the aban 
qdohmenhnt or the miport quota syst mm. whe Ss COntI ry to every prin 
Ciple i free enterprise. 


Phe policy of “Trade, Not Aid,” has been heralded throughout the 
country as the way to greater security and economic stability in the 
free world. 7] State Department. recog ne the validity of “Trade, 
Not Aid.” is continuing that. policy in the present tdministration. 

Phi eff et ot the mpostit Ol oT rest ctio a a | <t cheest Imports 
can be determined by comparing figures for the fiscal year July 1950 
1 with the fiscal year July 1951-52. In the former year, while there 


were no import restrictions, cheese imports totaled 60,670,000 pounds, 


or approximately the same volume as prior to the war, for a total value 
Of S25.449,000, Under import controls in the fiscal year 1951-52, im 
ports were cut to 45.9250 () pounds, the vaiue of vhic h was $19.304, i 
THOU, ¢ . reductiol ot sO. 1 £5000, While this volt me IS meconsequen h 
tial With regard to our own economy it is of enormous importance to 
the countries exporting ¢ heese, which countries have found It neces 
ur" to retail ite by spend no le dollars for o rown products. 
‘J race the life blood of this N ition We had as well add briaa 
Pps und all of the other “briag pipes” produ tsto the list of restricted f 


product If each country adopted the policy that the produets it 
makes n t we protected agwmaimst nm ports, ou forelon trade would 
be destroyed. If we do not buy the products of other nations, they 
cannot ive the dollars with which to buy our products. This in- 


cludes our farm products as well as our automobiles, typewriters, 


machinery and other diversified products. 


We cannot forever prime the pump by fIVINE away money at enor 


mous cost to our taxpavers, to ubsid Ze our exports. As pointed out 
n the various publheations pove, a STrTONL econol 1\ demands a mini 
l 1 OF trade restrictions. The termination of the restrictions con 


tained in section 104 of the Defense Production Act is an important 
di ind spe hnsable step in that direction. 

Phat is all I have, Mr. Chairman 

Mr. Horman. Mr. Chairman, mav I ask permission, in the correc- 





tic of testimol Vv. to file a short rebuttal statement to what the gventle- 
ri has said proy dled J find { s worthwhile to do so # 

Mr. Anpresen. We will be very glad to have you do that. We cai 
have a rebuttal-rebuttal statement from Mr. Fromer. 


(See letter from Mr. Fromer at p. 197). 
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Mr. Anpresen. We thank you very much, Mr. Fromer. Although 
you are 1n disagreement with myself on that, 1 want to clive you an 
opportunity to state to the committee what you Want to. 

We will adjou nat this time until 2 o'clock. 


} J) 


\\ hereupon, the committee reces edd until - pr. 1 of | e same dav.) 
\ETERNOON SESSION 


\Ir. AnpreSEN. I believe we will begin with taking testimony as 
the othe mel ers of the committee w il] be coming ll. 
. [ am first going to call on Mr. Pete Frigo who represents the Frigo 
bros. Cheese Cor p. of Wisconsin. 


t 
; 


STATEMENT OF PETE FRIGO, GENERAL MANAGER OF FRIGO BROS. 
t CHEESE CORP. 


Mir. Eric Thank vou. Congressman and m iber of the conmmittee. 
' First I have some copies li re that I would like to pass out. 

Diseu on off the record. ) 

Ni I“RIGo. My heme is Pete Ie) vO, I im the venel il manager ol 


he Frigo Bros. Cheese ¢ orp. and the chair n of the Itahan Cheese 
Committee of the National Cheese Institute. 
Lc e Tro) i fa ly who have be n tl ‘ i ao b ( 
for six generation In fact. when my fat] rand unele came to th 
uintry, they were held up at Ellis Island back in 1908 or about that 
me | e iu e the eu toms officials at that time had not heard of cheese 
a Comings over from Kurope to America. And they staved 
there 3 d ivs unt | the customs officials really found out if the re was 
Lthinge as a cheesemake 
Phe thing about it was that they could not find the name for che 
ake? h) Ie) olish. ro, | vould | ke, Congre man, i | ay, to re a 
i ! ot t | Testimony he LLISe | feel that ord l for fhe com 
mittee to get a backeround into our industry, it would be to the 
‘ vivantace 
Now. this statement is presented in behalf of the Frigo Bros. 
Cheese Corp., Iron Mountain, Mich., manufacturers of Italian cheese, 
} ind Italia lie n«lusty the | ted State o that may 
: « ) i pore hic ( | ft ( welf is pera ne ft tive 
: rf { un cn ( t rh ( ror move rigid Ontt 
eil rt ! ( 
' i 1) ii | { e OT i ! he ( 1} thre [ ( sstates, 1s | ited 
' ° entirely n the dnirv States. the p ‘Ipal one he oe Wisco nh. 
Michigan, Minnesota, New York, Illinois. Ohio, Ind ao rado 
nd California. Frigo Bros. have plants at Lena, Crivitz, and Flor 
ence, Wis 
Italian cheese orig rated in It: y. It ilians who em erated to th 
countrv brought with them the art of making the cheese here. under 
CO) ditions he re existing. Since the developme nt of the industry. it 
has bee pla ed under the watehful eves of our health wuthoriti¢ 
which have established sanitarv cod s, and rigid inspection, not only 
f the manufacturing plant . but of the cheese itself. All such are 
under the constant surveillance of the health authorities, State and 


Federal, as well is local. 














persons 
re oO barmiand, 

lly employed away 

i ey 1] Li ea wmnNnes 


g” plants are ipproxi- 


tal a try. operating 


na the stringent super- 


depends on the smal] 
of which separately may 
vy, furnish im 
emplo ment to the many 


iecl vel 
l | 


ra severe handicap when 
d Italy, for these rea 
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r plant 


(a) Without inspection of utensils, or manufacturing | 
(4) Without any stal dard requirements ¢ f the product as to 
moisture or fat content or solids. 
c) Without test of cattle for disease. 
(7d) With low labor costs. 
(@) Without competition with other eC] OT milk 
f) Without government inspection of cheese. And 


the arbitrary price fixed by the Italian Government. 
‘| he Government of Argentina has devalued its currency 46 percent 
hich action has the effect of reducing the import duty to the sam 
extent. Its purpose 1s to get American dollars, t the expense o1 
(merican producers, and it the expense of the Itahat eese Industry 


United States. 


QO the other hand. the Ame} an manutacturel of Italia eest 


mm { 
(a) Compete with other users of milk s as the er es 
condenseries, manufacturers of other types of cheese, including 


the sale of fluid nn Lk. 
(6) Maintain a Government fixed standard as to the 


Lar ( moisture 
content, fat and solids content. 
Maintau both factories, ute sils. ind} 1] nder insnectic 
TaAry onadirions 
(df P \ the Cost ot Inspection 
Pay taxe on cheest ice ! ‘ it } 
Orage 
/ Pay top price 1 fj | ‘ pet : rk 
Pa { labor | Oo] ( D he } ( ‘an ¥ 
Sell in competitio th othe nutacturers not at a 
irbitraryv (Grover e) fixed price. but + 4 wind < , 
HeTILO! 
It i} il est ( r’\ C t ( tie of \ | 
\ | v that for oO} Mmporte Chee ( ( mec tiie 
production standards as requires e | ed States. 
lo quote from hea before t Committee ¢ Bankine and 
v. | fede stat nate, S2d Cons mn { 
] ( A) tate if t by \\ Cy rit ( ( \ ( ‘ 
tit 1¢ 
aN it only 5 perce d Howe i 
‘ i ( V1 t ( i ( blue COME ] 
: h 40 percent and pra 0 per p Italian chee 
< Hie¢ Vil ( < it ‘ he 5 ’ < 
He in] | nt of t | St ( ‘ ' } 
: ‘ port hen we speak of } arietic he atte 
VI re p u \ | l ad whicl ‘ ! nj ( ! ‘ t 
. I t e the Ita 1M ( e HI i 1M ] . 
He Ce, from the ibove, if . een that 40 pe cent ot the Ital an 
product Ol here 1) the | nited State equal to the mports fro} 
outside: or, to rephrase it. the imports constitute numerically over 


H) percent of the domestic prod tion in the States 

I would like to skip the next two quote 

Hence, it is respectfully, but sincerely, submitted that the iniports 
from Italy and Argentina, in particular, actually do constitute 40 to 
50 percent of the domestic production of Italian cheese, and sufficient 
to create havoc with domestic industry. 











x is now being converted into Cheddar cheese, powder and 
utter costing the Government millions of dollars. The Italian cheese 

ustry of the United States could save a great share of the Govern 
nents expel se ancl reli ve some of the bura } ot the taxpaver who 


support the prices of day nroducts. This could easily be done 
a 


; 

mport restrictions, or quotas, were placed on Italian cheese. 

At present the Italian cheese industry is utilizing millions of pounds 
rplus milk saving the taxpavers’ money and could use annually 


mother billion pounds which is now manufactured into Cheddar, 


powder and stored away Since Italian cheese produced in 
l’nited States is not s Ippo! ed or subsidized by the Government, 
t cannot take the risk to continue in the manufacture of domestic 
Phen, too, v th the uncertainties of the present lMport controls, 
nadustryv faces disastel f cheese is perniitted to continue to 
come in from Italy and Argentina. In fact, today, the low price 
eese and rreney devaluation of Argentina forces the domestic 
ltalian cheese to remain off the market which should have normally 
e miketed 6 months ago. The produ tion of Romano cheese in 
[taly at its lowest point but very shortly will reach its peak of 
OU tion and create a havoc in the market ne of domestic Romano 
| } st be borne out that all cheese is competitive. Perhaps the 
best statement is that of the former Secretary of Agriculture, Bran- 
in. in a letter to Fulbright wherein it is stated, “The law states that 
controls are necessary for cheese and makes no distinction as 
I ween different types of cheese in combinatio with recent de 
‘ n United States production of most tVvpes of cheese, and 
ilso view of the probability of having to purchas supplies of 
Cheddar cheese under the price-support program, the Department 
aul port restrictions would be applied the same manner to all 
if chee 
Now, gentlemen, | would like to say t] Poday our industry liter- 
] faces a crisis and a battle for survival. Already a numbe r of 
i eese pPlanil have bee | 1 cle Wl , 
And I] ow of one, 2a ver\ laroe one, located in IK reeport. Ll1.. that 
osed down due to the excess of importation of Italian cheese, 
er it came in from Italy or Argentina. 
W, nust realize. ventlemen. t we innot Ccompe+ce with the 
facture) Italy or Argentina. To give you an example, the 
present wage for topnotch cheesemakers i1 Italy is $1.25 a day. For 
that he must work 9 hours a dav. 365 davs a vear. 
Some members of our i dustry must pay an hourly rate of $1.25 


for helpers. And on top of that; « 


ur industry must pav union-estab- 
shed codes. We must pay vacation pay; we must include also com- 
pensations and what have you. 
The prices for milk in Italy at the present time range from approxi- 
rately $1.60 to $1.70 a hundred. You gentlemen know that the 
e price for milk in this country is $4 a hundred for 4 percent 
Nn lk. ‘J he n. after the cheese has been made up here in the United 
States, the Italian varieties must be stored in large warehouses where 
they W il] be aged al d cured, a process whereby veo table oil is added 


or treated to the rind to preserve the rind of the cheese. 
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And this involves tremendous labor costs, as vou can well see, since 
this has to be done on the average of once a week. 

Mr. ANprEsEN. Let me ask you this: How long do you age the 
average type of Italian cheese ¢ 

Mr. Frico. Congressman, I would like to say this: That the hard 
varieties will range from 9 months up to 18 and possibly 24 months 
time. 

Now, you have to make a distinction between what is the minimum 
standard set by the laws by the Federal Food and Wrug in th 
country—and by What we must do in order to produce a produ t that 
is going to meet the consumers’ demand. 

For instance, Parmesan cheese, the standard as set up by the Fed 
eral Food and Drug, requires that we keep t 14 months. But 
know that that cheese has been aged, But it has not been cured. 
So we have to keep that cheese possibly 16, 15, or 20 or 24 months. 
And that goes for Reooiano: and that goes for Asiago. and for Pepato. 
and all these different hard type « heese, 

Now, after the cheese has been 
1s. 24 months. this cheese is finally ready for the market. here, 


aged, all the way from 6 to 16, 
ventlemen, even in) the tield ot transportation, we are not able to 
compete with the foreign manufacturer, It costs just as much to ship 
a hundred pounds of cheese from Milan, Italy, as It does from \W 
consin to New York City. 

Now, what we need today, our industry, is more stringent import 
controls to offset the price fluctuations and the curren v devaluations 
In foreien countries. 

In the early part of 1951—first let me explain: These hard varietie 
of cheeses are customarily made to be delivered at a later date. a 
you can well see, because this cheese has to be kept In storage Tor a 
long time. The manufacturer needs some capital to operate on. 

So the domestic manufacturer must go out and contact the different 
buyers to make up the cheese in the early part of the year to be 
delivered, say, in January or February the following year. 

Now, in 1951, the domestic cheese was contraeted—domestic Romano 
cheese was contracted for 60 cents a pound. And at the same time. 
imported Italian Romano cheese was selling for 78 cents a pound, Si! 
months later, Italy dumped Romano cheese at O61, cents a pound, 
forcing the domestic manufacturer to rene votiate their contracts for 
loss and a new contract of 58 cents per pound. 

Then, in the end, the domestic manufacturer lost 30 percent of 
his customers. You see, we cannot depend upon the present high 
prices that possibly exist over there in Italy today. We know that 
there is a shortage of production. But next year or possibly 
months’ time, they could literally flood us out of the business. 

Mr. ANDRESEN. Well, what happened when those contracts we} 
negotiated at 5S cents a pound ¢ Did you have any cancellations / 

Mr. Frigo. I know of the Stella Cheese Co. having cancellations. 
And, ourselves, we couldn’t negotiate any for that price. 

Mr. AnNpRESEN. Well, did they take delivery then on what you had 
sold for? 

Mr. Frieo. Oh, a number of them have refused to buy. They say 
why buy it from you; we can buy it for 5614 cents over here coming 
from Italy. 








Mr. ANpresen. You mentioned currency devaluations and ex- 


Oo (an ul give Us an llustration ot just what you mean 
Mr. Fri Phat is just what 1 would like to do. 
(rentiemen, a [ wa voing to say, we need something more than 
just quotas o mnething possibly more than controls, import con- 
oO iffset thi italian Cheese that 1s com Y” in Trom Argentina. 
(nd | I i embareo would be ieoitimate a well Ls n order. 


I wo 1 like to quote from a telegram lL received from a buyer. I 
ditin March 1953—March 14, 1953: 


17 cents per pou our domest Sardo cheese given us 
g I ! \rgentil is quoting 47 cents per pound f. o. h 
Yor luty paid for same type of cheest Impossible to do any business 
\| \NDRESEN, That is 10 ee 3a pound under your quotation. 
Vii I’ RIGO | if Ss Trignt, I Norn Lily this cheese should have 
een marketed 6 mont] vo, and it is still in our warehouses. 


\\ ed rigid resti ons becaus of the currency devaluation of 
rol f We ive a table dollar in the United States 
And it ; worth Just as much in New York as it Js in ‘Tennessee. [ 


] 


oul like to quote from thx Importers Bulletin No. 146, Cheese 


Import \ssociation of America, Inc., Martin A. Fromer, counsel, 
d Anthony Morici. president: 
( N I ,TIO 
re informed that commencing February 20 a resolution of the Banco 
Central of Argentine will liquite dollar proceeds from the export of cheese at 
11.35 per dollar agains he old rate of about 10 pesos per dollar, 
I sure has been adopted with e intention of benefiting producers and 
ve road Ne minimum posted prices for export will be issued in the 
r foture 
] , 4 ce ] : ; } 
I would like to say this: From this bulletin it ippears to me that 


4 ; 


reney ae Liuiatie s not o v lowered at the convenience of the 


Argentine Government but also at the whim and fancy of the man 
o is probably holding the bag on some cheese. ' 
| oreigners are shrewd operators, and they know their busi- 
bie ( t comes to trading 


(a tlemen, t day we al face Wit nother probl m: namely, of 


hat is existing, we are 


t 
rchasing n lk from the Fox River Valley Cooperative in West De 
Pere, Wis., who have a surplus of approximately 80,000 pounds per 


l‘o vive vo 9 xvample of the rroblem 
I 


lay. They have no facilities to turn the milk to other products, and 
e were told to take the milk in or else they would have to literally 

} ? tdo ] the qaratll 
al i A < , . 


We will have to discontinue purchasing this milk because we are 
| uture. Already our warehouses are filled 
oO capacity, and we cannot risk putting milk into cheese which 1h 


ome Val 


l with ai neertain 
ities, by law, cannot be marketed until 14 months from now. 
Rem mber, 14 months from now we ar folng to have a new parity 
price. And there will probably be a new price issued for milk. Then 
I would like to sav that we would be only too happy to take in much 
more milk if we were assured that import controls were placed on 
these Italian cheeses coming in from Italy and Argentina. 
We have another problem, gentlemen. We know that our taxes 


t vn, 5s wel is our overhead l the It ilian cheese factory we 
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STRY 


normally employ 14 men to every 1 man 
Cheddar cheese pla it. 


} 
i 


LO? 


{ in the 


that is employed 


Certain States tax cheese after it has be wed. Wisconsin 1s 
neluded. so today we are ben Oo taxed to kee panh oh Support price 
on our dairy products in this country and taxed again betore we can 
nload 1G. unload the ‘heese: ecause Arg j ellling lit tor less 

lan we ire able to produce tol 

Mr. ANprRESEN. Do you have a personal prope tax in Wisconsin ? 

Mr. Frieo. Oh, definitely, sir 

Mr. ANprEseEN. You pay a tax on inventories 4 

Mr. Frieo. That is rioht, I" After the cheese has been aged. 

Mr. ANprESEN. Well, vou may be findine vourselves in a situatior 

at cheese May be taxed TC De re you get rid oT it. 

Mir. Frico Phat eat Ver’ ippel r That can very well 
happel 

Mr. ANprESEN. You recommend import controls for all Italian 
types of cheeses ¢ 

\ir I’ RIGo. Defi itely, S And | would eto a ld whether the 

1PeSE mde out of sheet ! lk, voat’s milk, o1 cow’s milk. 

Now. I would e to clear the tuation as to the different varieties 
f Ital cheese ‘lnssified der Romano. Romano cheese, under 

stanadara, i! e made I heep’ milk, and called pecorino; 
goat's Ik, and called cap l co milk, and called vaechino. 

Nov 1\ omb ition of th milk will make Romano cheese, 
whether vou e halt ) s milk or ralf heep’s milk or half coat’s 

Lk « n turn half cow’s milk As long as the same enzymes in the 
bacter lture ire used, ve will have the same end product. Then, 
too, ther no way of ki owing whether one pail of sheep’s milk has 
been added to a vat of cow’s milk or vice versa. 

Mir. ANprRESEN. Romano cheese has a certain taste or flavor to it, 
ind it mported. How do they cive it that flavor ¢ 

Mr. Frico. Well, we have an enzyme known as rennet. And it comes 

arious forms such as in liquid, powder, and the paste. 

\ | t] particular paste, rennet paste, is used for the manufacture 
ot Re mano cheese However. new enzvmes have been discovered In 
t | country. And we are ible to produce i type of Romano just as 
vood as made in Italv: but per! aps not as pu vent as the Romano that 
s made in Italy. 

The reason for that is that we had rennet paste that was imported to 
this country trol rorelen countries from Italy and pe bly tron 
\reenti a—and the Federal Food and Drug cor demned or forbade 
the sale of this partieulag product, hee se they found it not fit for 


human coi sumpt oO} wat Hat is, TO he used int 
\Ir \ NDRES! N. Tell mie this llow do th 
called rennet to e@ive it this flavor ? 


Mr. Frico. Well, in Italy, t 
after it is about 2 or 3 weeks old 
Mr. ANpDRESEN. It is a \ 
Mr. Frico. A young ealf: 

butchered, 
and all of the contents within the 


And the 


ie suckling calf 


r 


calf ? 
\fter 
rem 
omach. 


oun 


‘ ] 


if 


ve 


\ 


t voes I 


ind the stomach 


are 


¢ 
=| 


or stomach is ground up. nl 


ng. first through 


) mall pieces, } 


un inte and then it is added to t] 


a process of drying, salting, 


he produc tion oft ehe ese, 


e [tal ins ike this so 


} 


"oO? the co} eep or the 


voat, 


or 3 weeks old, 
d with the milk 5 
nd this complete particle 
hrough a process of salt 
and finally if 


1 
1e cheese 


about 


content 


Is ground 
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Mr. AnpreSEN. Can vou do the same thing in the U1 ited State 
Nii Irie j um afraid not, i¢ 


() ] 


ir rennet paste 1s manutactured by commercial houses such as the 
Marshall Da I Laboratory and the Hanson Dairy Laboratory, who 
it the complete supe rvision of the Fede il Food and Drug of the 


Mir. ANDRESEN. Do they make itin the same manne! take the entire 


Mi RIGO. No, they are not per tted to do that, sir. The stomachs 


lk and tney are tre ited, und completely sterilized before 
1"¢ sed to be made hto re et paste 
\ (npresen. You do not import any rennet paste then from 
j ] ; 
M a If : No \ ao ( ! 
Mr. Dacve. Isn't that a basi ndictment of much of the cheese 
bat ee if rol abroad n that there might be alba: of whethe1 
meet our sta dards of p ritv and maith in this country ¢ 
It occurs to me, and I believe I have heard testimony being given in 
er committee wl ereby they have reported hi I) ot this cheese 
that come ! would not pass our tandards is to the production of it 
{ health requirements wot ld not be met to much of this im 
orted ese 
If we ual aul of passing 0 t at ts origi. much of t woul 
not pass our health requirement Do you believe that that is a fact’ 


Mr. Frieo. That is definitely a fact. sir. 

[ think if vou would gather th reports of the inspection by the 
ede il i ood and Drug and | Cal quote from my own experience— 
I was over in Europe in the last war, and I saw just how those pro 

cers produced milk. You take in this country; it costs money to 
produce qu lity, clean, sanitary milk. Our farmers have to have mill 


Ol es: they have to have barns, al d those barns have Vot to be con 
tructed thus concrete floors. We |] lis Oo hted, they have to have ventila 
tion. nl d their wells on the farm have to be properly constructed. 


Whereas, oreatl numbers of those farms in Italy and Argentina, Tam 
told. are such that the cows are milked out in the field, and they begin 
from morning until night, whether it rains or shines. Those are the 
conditions under whie h tee milk Isp rodueed. 

Phen too here in this country we have quite a bruccellosis program 
that is being promoted by our different States, as well as tuberculosis 
program. 

We have a great m mber of the cows that are highly infected with 
tuberculosis there in Italy. And now to produce milk from clean, 
bruccellosis-free and tuberculosis-free cows costs money, because we in 
W sconsin todav are start ng to Toot the bill for the bruccellosis 


Jo 


I would like to savas tow hat is another little angle in this picture : 

Our dairy plants throughout the United States, IT know, in Wis- 

msin, are required to put up sewage disposal plants. And they must 
be prevented to prevent stream pollution as required by the law. 

Ds ry piants must share POss bly the createst share of the bill. In 
many small communities of 200 to 500 people, a half a million dollar 
nvestment is a lot of money, and is quite a burden. And should any 
one of t! ese plants be closed down, really I would not know what 
hose folks would do. 





DAIRY INDUSTRY Lod 


iS < | th ! k Nn all ( ritv that to help those 
people in Europe. it would be our duty to let them consume the food 
that they produce over there. I have my father-in-law, who lives in 


1) 
ne children, There are 


I would hke to say th 


England, and who brought up a family of ni 
three of them that are of se ool ave today, After 5 vears of ve, thre 
vet water: milk is a luxury. 

My cousins, which I have from one end of Italy to the other, afte 
t years of age are takel ott of mitk bottles ana | it onthe wihe Jug 

We foul ada vers (| {Tic ult time here not too tol yravo \ ena mnibel 
of our plants had to divert their production to other dairy products 


I 


has powder and such as Cheddar cheese and what have you. 

However, a number of our plants cannot convert very readily into 
the manufacture of Cheddar cheese, thor yh e Thal facture Ita \ 
cheese, for this reason: the Italian cheese plants are very mucen miilaa 
to vour Swiss, here they have lara coppel <ettles or sta nless steel 
kettles, and ¢ heddar cheese cannot e made er Those ondit oO 

Then, too, Cheddar heese could never be made in a plant where 


bine mold cl 


prot lem ot contamination with the vic. And to us, or to the 
i 


mdustrv. it has beet citi ult ToOconvert or tO adivett ft eld IK Supple 
There Was atihne whel we had to stir Cheese nou warehouse te 


the po nt that thev were buleine out: and vet continue to make more, 


becHutlise We Col ld not divert o1 ohnvert that milk. 

Now. I believe Mr. Polk was pres o the issue or was seeking for 
niormatio the last few days as to what the dairy producer or the 
dairy industry is domg relative to advertising dairy products. 

Now, | would ke to relate cldent We had a meet ng of the 
lvth district, ADA, held in Qeonto Falls. Wis., back in the month of 
November or December—I am not quite sure t was | of the 2 mont! 


‘al | there the m lk producers we reall enthused as to the selling of then 


dairy products. 


Phey thought that that Was the thing 3 it thev were « OUuraAved 
disheartened, and they went to the point that thev drew up a resolu 
t1lol demanding that the American Dairy Association, since it mnot 
vel Into legislative Ww ky at least to remind the folks in the leg slative 

| ¢ | ‘ 


work, such as farm grou or whoever be in power, to see to it tha 


f 


quotas would be set on the dairy products that are comimg in Troi 
LleSé foreign countries, 

Phe felt that the did not like to be advertis Lo dary product 

dvertising themselves lite rally out of the business. 

Then another little article that I would lke to introduce, referring 
to NY Polk’s questioning, Is something that has been done on a lo 
level, It is an acl that \] peared in the Mian nette Eagle tar. M wy 
ette, Wis.. showing the food value of milk. This Is the first time | have 
“eel it. And it shows that it has a food value. accor iing to the el 
ments In the milk. of 42 cents. 

Now, gentlemen, I think I have just about covered the most impo 
tant wens. But I think that one po nt must be made cl ar. Lhe 
Italian cheese inch try of the United States needs in port ontro] 
because we will not be able to stay in the business when it comes to 
competing with these foreign countries. 


Mr. Anpresen. Now, several types of Italian cheeses are not unde 
control at the present time. It is stated that the reason for that 
because of the higher price that they charge for that hipol ed chees 


$1153—53—pt. 1 12 











ne to the fleures 1 ere established bv the OPA 


{ I it organization—they arrived at a floure or 
Roma eese of 25 cents ch lar. And [ think that is a pretty 
rs 
| T ) i rte { i De ruse our co tsh ve 1ncrense Bias 
I’ V iis ( and hat no 
Mir. ANDI \\ ( i\ en that any CES if 4 ~ 
( ( the wl ile level would not or should not 
iPy pol ( ro / 
\I rR Wi ou f ra ( ] ere for this reason 
‘ orelg oO ad keep that price NY Dil e 
\ { ould possibly, when their produeti 
eese Tol s we are able to prod e it I ' 


\I I y | ke tos Y ol Phat keeps] < ese Ss COn 
( { ) milk cheese, | Ise s I explained, the end u 
e. They use it for grade A purposes. And we cannot tell 
| pail of milk or 1f they use 2 pails of milk or a whol 
ot of < een’s n idk Into a vat of ow's milk. 
\ i that is the reaso we feel that the differential between sheep’ 
lk a cow’s milk should not be made. It should all be classified 
ler Romano cheese, because it is still milk. 
M \WuUILLIAMS. How many types ot Italian cheese are there manu- 
icturer this country / 


Mr. F’rico. Sir, there is a number of Italian cheeses manufactured. 
| ive t t rivht here. 


We have Romano. Reeciano. Parmesan, Provolone. Sardo. In- 
rato, Asiago, Pepato, Gorganzola, Raccota, Scamorse, and 


Mr. Winutams. Then you do manufacture successfully most of the 
ilian cheeses in this country that are mported ¢ 
Mr. Frico. Thatis1 ight, sir. That is right. 
Mr. Wititams. Well, is vour problem then in marketing those 
cheeses a matter of price or a matter of quality / 
Mr. Frieo. It isa matter of price. 
\lr. WILLIAMS. You can satisfy the public as to quality / 
Mr. F rico. Definitely. We have no fear of that. 
Mr. Wiintams. You are using a lot of this surplus. You do every 


| t 


: ; 
r. of course, The ndustrv is dependent upon vou, like vou said. 
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Wisconsin, to use up much of this surplus milk at certain times of 
the vear for the manuf icture of your product. 

Mr. F’rtieo. Well, that is probably true, 

Mr. Witurams. You manufacture more of it during the surplus 
seasons than you do at other times ? 

Mr. Frico. Yes: that is true. 

Myr. A NDRESEN. What would happen to th Ssurpitts nil 
not take it ? 

Mr. Frico. Well, I will tell you: from this one particular plant, 
they have no means of disposing of it, of turning it into cheddar. 
Here is how far they went along with us. 

They said, “Well. look here, Frigo, we will give you the milk; you 


lk if you | 


pay for it: and we will pay the transportation.” 

Wi said, “Look, we cannot use this milk at a | unit located 5O mile 
away from the source of supply. However, we could use it up into 
a plant that 1s located 150 mules away.” 

So, they took that milk. They transported that milk from West 
De Pere, Wis., to Florence, Wis. And we, in turn, turned that milk, 
that surplus milk, into cheese. And they, in turn, paid for the 
transportation 

But. now, we have come to the point that we can no longer take 
on the surplus. We could make another billion pounds of Italia 
cheese in this country if import controls were really stringent and 
put down to the point that we would not have any interference o1 
the part of these products coming in from Italy or Argentina. 

Mr. Witxrams. These surpluses you talk of are from butterfat 

Mr. Frico. Well, this particular plant is a surplus grade A plant. 
B t that is not the only one. 


Mr. Winiiams. Fluid plant / 


/ 


Viv. Frico. Fluid plant, ves, r. But that is not the onlv o 
nvolved. 
We have P| number of conde! Se Tres who ha e bee pressing us tt 


take in their milk at a price much reduced from what we are able 
to purchase from our own producers. So that we can take the surplus 
off of their hands. 

Mr. Wititams. In your manufactured product, you use many dif- 
ferent types of milk. What I mean by that is many different butterfat 
tests that do not require a special butterfat test; isn’t that probably 
true / 

Mr. js RIGO, We have standards that we h ive to abide by. 

For Ihstance, ol VO i! Provolone, we have to ib cae by a os) percel { 
fat in the dry matter. In your Parmesan, 32 percent in the dry mat 
ter. Asiago fresh, DO percent fat in the dry matter. Asiago medium, 
Ht) percent fat in the dry matter, Forty two percent in the Asiago 
old. 

We have a definite butterfat. But it is variable according to 
varietie 

Now, you must realize that in the manufacture of these different 
types, that some of this fat. as similar to swiss cheese, must be re 
moved in order to produce the proper body or the proper texture. 

Now, for instance, in the manufacture of Provolone cheese or com 
monly know has smoked cheese, these cheeses are In nein smoke houses, 


and smoked just like you would smoke hams o1 bacon, And if the 
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fat content Is too excessive in there, the fat actually dribbles to the 


floor mo there - ho point in W isting it. We standardize it. 

Mer. Winniams. Is that true of Cheddar cheese / 

Mr. Frico. Cheddar is also standardized. 

lox e me. Cheddar cheese is standardized even in the State of 
\\ oOnsIn: b ruse they fo d that an excessive amount of fat did 
ot pro e Tlie proper, OU ina texture to ¢ heddat cheese, 

And, last vear, the Wisconsin Cheesemakers Association adopted il 
resorutiron., It was passed by the legislature. whereby the standard 


on Cheddar cheese would be reduced to meet the standards set up by 
Federa Food and Drug. Because the cheesemakers could not 

produce The body that was necessary to form Cheddar cheese. 

Mr. Wintiams. Thank vou. 

Mir. ANprESEN. Mr. Dague. do vou have any questions / 

Mr. Dacur. No . a 

Mr. Pong. 1 wonder if you read the testimony of Mr. Fromer, the 
witness just before lunch. And | wonder if vou would care to COM) 


ment on his arguiment o1 the othe sic ot the quest on / 
Mr. Frieo. Well. I think I can comment by saving this: That my 
feeling = that those pool pe ple ovel NH these Kuropean countries 


need the food, and I think it is our duty, our Christian duty, to leave 
that food over there and supply the people with the food. 

My father-in-law, who lives in England, and who raised a family 
of 9 children, and has 8 of them still of school age, and those ehildren. 
after 5 years of age, do not get any milk. Water is the thing that 
they drink, 

I Italy, I have cousins scattered from one end of Italy to the 
other. And those poor children, after they are 4 or 5 vears old, they 
too are taken off of milk and put, like I said, on the wine jug. 

And I think it is necessary to maintain the people, hot only the 
economy, but the health of those nations in combating all of the even 
tualities that nueht come about. If those people have food and 
plentiful food, you would hear a lot less groaning and moaning of the 
threats of communism: because, after all, what are those people look 
ne for they are looking for food. And that is what they are fight 

iy Tol And 1 do not think that by pumping them in with dollars 
und shooting them in with another shot of dollars from another side 

voing to relieve the situation. 

They have a problem far more serious than T am able to do any 
thine about, namely, the question ot overpopulation of that little 
country. 

If. say, our country were to take that money, that Marshall-aid 
money, or whatever thine they want to do to help those people—if they 
would take that money, remove those masses of population, and pos 
sibly send them down to the vast areas of Australia. down to the 
country of Brazil where they can support 2 billion people, according 
to the Readers’ Digest of August 1952, and then send them over pos 
sibly to Canada where there are vast areas to be « xplored—the prob 
lem of Italy Is overpopulation. 

And all the trading that we do for those people Ww il] not benefit the 
little man, the little boy, the poor, or the underprivileged of Italy. 

And as for Mr. Fromer’s speech, I think he speaks for a trade 
organization. IT have relatives over there in Italy, and I know 
their col ditior s \) d I know from my own little experience of what 
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they want. They just want a place they can call their own where 
they can have three square meals a day. 

Mr. Pork. You think they would like to eat their own cheese if 
they had a chance to eat it ? 

Mr. Frigo. I think so, 

Mr. ANpresEN. I have never tried milking sheep, but it is you 
opinion that the men and women who milk sheep over there do not 
cet much benefit out ot the dollars that the exporters and importers 
recelve 4 

Mr. F rico. Definitely not. 

If you knew those producers would get $4 a hundred like they do 
over here in the United States, | would say ship all the stuffin. That 
is how far IL would be willing to go, because I have ny heart for those 
poon people. Sut [ clo not believe that the underpriv ileged are really 
being taken care of. 

Mr. ANpresEN. Are there any other questions / 

Mr. Pouk. I have no questions. 

Mr. Anxpresen. Thank vou very much, Mr. Frigo. You have made 

very clear to us. 

We will now hear from Mr. F. M. Frederiksen, managing partner, 
Preasure Cave. Mr. Frederiksen, will you proceed. 


STATEMENT OF FELIX M. FREDERIKSEN, MANAGING PARTNER, 
TREASURE CAVE 


Mir. FrepertKsen. Mr. Chairman and gentlemen, | am Felix Frede 
riksen, the hahagine partner of a blue cheese fac tory in the Iirst 
Congressional District of Minnesota. Iam also representing the blue 
cheese manufacturers in the National Cheese Institute of which we are 
members. 

I had a meeting In Clileago Monday. And | went over this state- 
nent that Thad prepared, Andi it is fully endorsed. 

The bare k page has been rewritten, because we broade ed it out very 
livhtly But it has full endorsement. 

Mr. Anpresen. You may proceed with your statenient. 

Mr. Frepertksen. All right, sir. 

Rather than take the time of the committee, if it is agreeable, I will 
simply submit the statement for the record and briefly mention what 
Sin it. 

We have been through hearings in connection with 104. And there 
ire Just pages and almost a book of testimony in both Senate commit- 
tee hearings and House committee hearings in connection with section 
1O4. 

However, there is one investigation, the blue cheese, that is, I think, 
very objective. It was made by the Tariff Commission. 

They sent outa trained investigator to cover the field. He came out 
n the country and talked to people in the factories. He went to the 
cities and talked to the people who sell the cheese and who market it. 

The Department of Agriculture filed a statement in that same con 
nection. And I have based my entire statement here on the findings 
of the Tariff Commission—or a dissenting member of the Tariff 
(Commission. 

Mr. AnpresEN. Were those findings ever published ¢ 








Mr. FrepertKsen. Yessir. The findings themselves were published 


| cited It called | ted States Tariff Commission Blue 
\ Chi Report on Invest tion 
It ( Pea pe use and investigation under section 7 
| \ Ion \i f 195] 
Mi \NDRESEN. It 1\ derstanding that the Taritf Commission 
opped their matter after sectl 104 had been passed here in IMD 1. 


Mr. Frepertksen. No. Thateis the interesting thing; they did not. 
os tn) t< y of t it wa the N il ie al ( heese Lnstitute asked for an 


n June of 195] That was before there was any section 


Mr. ANDrESEN. Well. it must have been in June of 1950. 





Mr. FrepertKsen. | beg your pardon; it was 1950. You are entirely 
oht 
We red Tor it | De Mal ( vestigatlo offic ally on June 29. ] 
rs | ( just to be eu on it 
\ f ‘ n 104 the Defense Productior 
0 ! endnic nade possible more imme 
TI ‘ | yt il t 1 ne 
S ’ { da l " ( n efte 
| ( SSiol 
Phe Tariff Com: O whole yvear to make an investigation: 
thev report to the Presi nt: and the President has got 60 davs 
ft] | ff Com On rt ommends that the tariff be changed. 
\\ : or iter The | l {] (C'omn iSS1O1 heaal thel vestigation, 
| the te that section 104 got on the books, 
vel mo) to repr 
ovo into t ( ttle detail, because it very dra 
But I cessary. It is astory in itself. 
Tariff ¢ { that they we ot re that t101 
0 \ ( And, so, the edi the 
{ 1) o the ) ( nve wate thev ce led that 
( ( ( i ( Ot ha be e \ ere ot at that 
‘ threatened. we ere living, 
eo ra iv be IS¢ ( t ut they I | 
’ rot { 
| or i ot re ( V ¢ noe n tiie riff, And s 
thev 1 ommend to the Presid 
() ( Oo Loo this thine l temporal It 
e repealed. You real O take a stand.’ 
Mr. Anpresen. Did the Tariff Commission indicate as to whether 
( ( tT ( ild | Ie ed oO! quotas placed on Imports of 
, oo? 


Mr. FrepertrKsen. They did. 

[ ey s vid, <i Isis a hody We h ive got section 104, Therefore. 
you are safe for the moment.” 

“Now ‘ if sectior 104 1s repealed. come back.” \y d in that connec- 
tion, possibly that is best summarized by the statement that was made 
to the Tariff Commission in connection with that by the Department 
of Agriculture on that same hearing. And if I may read a little excerpt 
from that. I would like to. 

Now, this statement was not published, but it was a mimeographed 
statement that was available to those who appeared at the tariff 
nearing. : 
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And I have an extra copy here of the statement 
United States Tariff Commission by 


submitted to the 
States Department of Agriculture in connectior 
vestigation pursuant to section 7 of the Trade 
Act of 1951. 

Mr. A NDRESEN. I believe we have that. 

Mr. Freperrksen. I would just like to leave it 
probably may not want it for the record. 

Mr. AnprESEN. We might take that for the re 

Mr. FREDERIKSEN. It is here, and it is not signe 
but it is a mimeographed copy that was available 

Mr. AnDrEsEN. We will also at this point pla 
the record. 

(At this point, the prepared statement of F. 


A 


blue mold cheese 
United 


and 11 


{ QO! 
the 


with heart 
greements Extensior 


ne 


for reference. Yo 
ord. 

l, and it is not dated; 
at the tariff hearin 
ce your statement 


M. Frederiksen, to 


cvether with the tatement of the United states Tariff Commiss1o1 
are as follows:) 

S rl oF F. M. | DERIKS M I PA NER, TREASURE CAV! 

Blue cheese is of spe interes 1use it has re d exceptiona tudy 
during the past few years. 7 ea ( h pag bles and testimony il 
Senate and House committee hearings iInake a ly An dependent 
quite objective study i made by he Tariff Com S n between the dates of 
June 29, 1951, and ne 12, 1952. Wit ( permission I all base my state 
ment almost entirely pon ex ts I I June 12, 1952, blue-mold chees 
report of the United States Tar C sion of findings and « lusio ‘ 
investigation under s ion 7 of the Trade Agreements Exter 1 Act of 1951 
and from excerpts of a statement on b ld cheese ibmitted to the Tariff 
(‘om 1 by the 1 ed States Departme of Agriculture in connection with 
that same investigatic 

TI l Con yn insti f e investigation folle ng a pe 
National Cheese Inst , In er ine 11 951 It began the 
off on June 29 of the sar At that til e Andres dime 
SOC 104 to the De nse Pre Act of 1950, |} been en tf rl 
imend it made possible 1 mediate measures « l over the impo 

tion of flaxseed, peanut rice, an products Se ion 104 was enacted ar 
import rest t we ff ‘ ( al repé ‘ e Tariff Cc is ! 
Recause of section 104, t Col ( 1 Sl¢ Gre lis nt fi 1 

it the blue-mold PSE ust \ I ad | l a 
carry the inves { { | ‘ 1 

“Propos ( 104, hov ere 1 le I rong 
supported sl afte C1 For th ‘ I we hex se the 
reculati lin rts of che e initially p i bv t Department 
of Ag ire o the p d before December 31, 1951, it was uncer- 
tain wha nh ] ) {> f blue-mold cl ‘ ad be applied 
during the re inder I fi ( ection 104 had been enacted, The 
Commission, therefor tir 1 i nvestigation * F U. S. Tariff Com 
mission blue-mol heese report on escape-clause investigation under sec. 7 of 
the Trade A Extension Act of 1951, p. 6, line 8) 

Accordingly, the Conny Sion 1 ( no recom dation to the Preside 
under the provisions of section 7 of the Trade Agreements Extension A of 
1951. The Commission recog ‘ ver, that if the impor ms unde 
section 104 should be terminated, a situation might develop which would require 
prompt action. * * *” (Ibid, p. 7, last paragraph, line 8, p. 8, line 1.) 

Quoting from the dissenting views of Commissioner Greg 


“It is quite clear that domestic producers of blue-n 
serious injury as a increased 
tariff contained in the several trade 
cluded on that product. I think it 

though the damaging effects of the concessions have } 
by import restrictions imposed by the Secretary 
section 104 of the Defense Production Act, imports dur 
1951 through March (the 


result of imports of such 


concessions 
concessions is 


of 


152 


reements 


equally 


latest month for which import 


ie d cheese have suffered 


of the 
have it 

that, al- 
mitigated 
pursuant to 
August 
available) 


cheese by reason 
which 
apparent 
een somewhat 
Agriculture 
ing the 


data 


S months 


are 
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2.600.000 pour quantity double that of imports during 
nd equal to ports at an annual rate of about 4 million 
1 those f al postWar yvear except 1951 Furthermore, 
evs during t eriod « S onths, have been faced with 
e te ora d emergen egislation under which the 
been estal hed 1 ¢ e on June 30, 1952, and, in the 
‘ f re l n, that imports would almost certainly 
ile even greate n tl record imports of the last 2 years, 
I ar n « ete disagreement th the findings of 
Cor Ss I view that blue-mold cheese is being 
ed States i h increased quantities, both actual, and 
production, a Cruse d threaten serious injury to the 
roducing s odity ibid. p. 9, par. 1, line 1) 
e-mold eese in the United States se to unprecedented 
I nd in 1947 I nted to TOU5S0.000 onnas \s imports 
luction ce eased. ad , om n LO.500,000 
o} \ mi n nds in 1051 about one 
o ‘ ota ip] ent const pti I mold cheese in 
! oH) nt i} Sand on ot pereent in 
1) en ha 1 | enda 11 
I 1, «le ‘ hie Vel eSLrictio 
shiolce onde niinar ante dil domestic 
L blue old ‘ nee ( “ has been produced 
140 } Ww Ss commant premium price in 
Increased supplic ond. he ( comp | by the 
I rence ila 149, brougl ily Ibstantial pr 
Septemily f 19 I ( gi ly celerated, and by 
r price ¢ ] ped > Aa ut owe than that of the 
As a resu ] | » in | duction and the estrictions 
104 pplies ( ‘ ‘ ( ! irces did not 
d li ! . t d the price 
iffer Sept Ie 1 he it ( price of tl 
ind { 1 ‘ hortag ( ie developed ex 
tj PEK, } fe cents ~ h premium 
2 i d over the domes product which the imported 
ded it ! hot) lbid., p. 12, } l 
' : nereased therefore, 
‘ Dp I wvan price ver a pM od 
‘ WwW rive ( ere uncertainty for the 
nil 4) ' weque hn no position either to arrange for 
eve hinaint lik na erat is i Tie are unable 
k or to rely upon a firm price for their 
om their plant” (ibid., p. 13, par. 2, Commissioner Gregg ) 
‘ ‘ hie ‘ ! f Agriculture 
cle sub { lited S SJ Commission 
‘ nd ( y I ‘ 
! ‘ | ! ‘ ! 1, has been steadily 
The de ‘ | el ‘ approximated 
‘ | eC} ( med, which 
= are ) I mre ricted b t appears 
’ ‘ t } f ylie «| hes , ( ad i be la gely Su)p)- 
f ( f ( ( heese upon exp 
eS | eC] been w ! oO increase their 
ePX¢ ( PVE that pre iiled p to the 1950 
e dome ¢ preduction can be increased producers must 
ex | f propor n of the I ted States market 
d mort of the narket remaining after 
ilk ! on, give e most definite assurance that 
esu S n vy to the domesti ndustry Quota limi 
dt nT le ic producers to plan their production 
! basis nowing the maximum quantities which could 
n comp. on with their supplies. Furthermore quota 
vie mpossible r foreign countries to negate the effect 
ae n of their dollar exchange rates (ibid.. p. 3, 
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he blue-cheese industry, to the best 


or 1 
that import quotas are necessary under present conditions. Some flexibility may 


be desirable. Import quotas, however, shou 
year legislation. We know that from the 
The blue-cheese people are now contributing toward the well-being of the dairy 


industry 


basis this part of that industry will be eve 


{ 
( 


t 


oO concentrate on an ever-increasihg 


lair 


Vy farms 


ny k 


ld be 


nowledge, is in full agreement 


based on longer than year-to 


uncertainties of 1951 and 1952 


hh i 


When it becomes possible to operate 


ore ¢ 


on lmore than a hand-to-moutl 


tlective We shall then be abl 


itilization of the production of our 


STATEMENT ON BLUE MOLD CHEESE SUBMI 


ISSION BY THE UNITED STATES DEPAI 


PhD 





M i I ( 

WiItH THE HEARING AND INVESTIGATION PURSUANT TO SECTION 7 OF THE TRADI 

AGREEMENTS EXTENSION AcT OF 1951 

IMPORT RESTRICTIONS NOV FECT 

Sine August 9, 1951 the Department of Agriculture has controlled impo 
of blue-mold cheese under the provisions of section 104 of the Defense Produ 
ti Act of 1950, as amended. In accordance with this legislation, the Secretar 
( Agriculture has determined that imports of blue-mold cheese at a level no 
in excess of average annual imports the period 1948-1950, with exceptions 
for hardship and other specified cases ould not result in one r more of 
three effects set forth in the act These effects include impairment or reducti 

f domestic production below certa pecified levels, interference with th 
orderly marketing and storing of domestically produced supplies and increased 
( enditure Inder al price-support program of the Department of Agriculture 
Regulations coveril ( restrictions on cheese issued by the Department of 


iculture are et forth in Defense Food Order No. 3, a copy of whiel 





en «| 

Section 104 will expire on June 30, 1952. The President has requested the 
Congress not to extend this section of the act and has stated that other legis 
lative authority =~ available and would be utilized, when necessary, to contre 
imports of agricultural commodities Che other legislation referred to includes 
ection 7 of the Trade Agreements Extension Act of 1951 and section 2v of 
Agricultural Adjustment Act 

URGENCY OF INVESTIGATION 

It is important that the Tariff Commission conduct its investigation promptly 
und take necessary action with respect to imports of blue-mold cheese prior 
to the expiration of section 104 of the Defense Production Act, as amended 


s is necessary in order to prevent serious in 


t} 


cheese industry It is the view of the 


De} 


wirtn 


jury to the domestic blue-mold 
ient of Agriculture that unre 


stricted imports of blue-mold cheese, which would otherwise occur atter June 
30, 1952, would result in further serious injury to the domestic blue old cheese 
Industry 
INJURY TO DOMESTIC INDUSTRY 

It is our belief that tariff concessions on blue-mold cheese and unforseen de 
t mnents in recent vears have caused serious i irv ft domestic pre luce of 
this cheese prior to the control of imports under section 104 and threaten 1 
cause ft ther serious injury to these producers upon the expiratic of that 

ithority rhe facts which lead us to S ( ( 0 re as f 

| Che tariff concessions by the Unuited States have been sul iD The 
lariff Act of 1980 provided a duty on imports of blue-mold cheese ounting 
to 7 cents per pound but not less than 35 percent ad valorem In June, 1936, 
the tariff duty was reduced to a level of 5 cents per pound but not less that 
2) percent ad valorem. <A further reduction of tariff duties was made in May 


been much larger than the 4 cents indicated 
9 
; 


eXainple, if the 


1950, to a level of 8 cents per pound but not 


Phe 


»ad valorem rates have been the effective 


35-percent ad valorem rat 


e } 


rates and tl 


by t 
id 1 


less than 15 percent ad valorem 


he reduction in duty has 


he per-pound rate change For 
ween in effect during July, 1950 


he duty would have been 12.4 cents per pound instead of 5.8 cents per poune 


yun 
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Marked changes in the price relations 


mold cheese occurred immediately 


1948S when imports were first resume 


fter 


ips } 
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voi 


id domestic 
1950 reduction in tariff duties 
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und above domestic 
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le prices of imported cheese in New York (including 
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In spite of ie uM hat import controls on blur d eese were put int 
tect on August 9, 1951, total imports for the calet r year reached 5,050.00 
pounds, an all-time record Had import controls not been instituted, it is certa 
that 1951 imports would have been much larger ] } ida he « pl ed 
that imports of blue mold cheese during 1951 were twice as rae the 
average annual quantities imported during the prewar period 1936-40 14.00) 
pounds) 

Domestic production of blue 1 | eese. on t) 1. } hee 
declining since 1947 rhe decline vear by year h St pprox ed ‘ 
‘ I eal t . I ie ed ] I ! 1 I 
could be expected if ports are permitte I ‘ ppears 
kely that d esth roaduct of blue n PES ou oon pe rgely Ip 
planted by impot 

Because of the threat of unrestricted po. f blu d cheese pon tl 
expiration of sect 104, d estic producers ive not been ! 
heir production of blue mold cheese he leve it ] d 
950 iff conce I sefore domestic productior eased, prod 
i ive a I ce hat ey Wil I \ ita yor oO e United S t 

‘ ste of ar neertain resis pro] he I remai ; 
ifter ports ive een entered Defir ea ‘ t section 7 
” I en eS | I a: y l | heese ‘ 

the ¢« estie ind ry t ncrease ‘ itput Ord ‘ d chee 
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nceession s ispension in wl ( pia I ef ib ent 

I quot he extent and for et e nec I nt or en njur 
t he dome ndustry Import q d ( pinion, e the 1 
lefinite ass ince that imports would not re n us injury to ( ne 
industry Quot Initation mn port would tl permit d estic pl 
ducers to plan their production of blue mold cheese na basis of knowing 
man 1 quantities which could be ed d d petition th the 
supplies Furthermore, quota li wou e it 1h ‘ yr for 
ountrie to ne it e elle ra creas l¢ tion { their a 
en h Tike I tes 
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for establishing “ quotas under section 104 of e Defense Production A 
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prices for domestic and imported Danish blue-mold cheese 
York, by months, January 1948 Varch 1952 
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WHOLESALE PRICES OF DOMESTIC AND IMPORTED DANISH 
BLUE MOLD CHEESE AT NEW YORK,BY MONTHS, 
JAN. 1948- FEB. 1952 


CENTS PER 
POUND 


70 
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UNITED STATES PRODUCTION AND IMPORTS OF BLUE MOLD 
CHEESE, BY MONTHS- JAN.I948-FEB. 1952 
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WHOLESALE PRICE OF IMPORTED DANISH BLUE CHEESE AT 
NEW YORK AND VOLUME OF IMPORTS, BY MONTHS, 
FEB. 1948-MARCH 1952 


CENTS PER 
POUND 


70 t ane 
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Mr. Anpresen. I believe that recommended quotas / 

Mr. FreperiKsen. Yes, sir. 

] quote here in my own statement the tariff report, which is the 
summary of their findings and also from this mimeographed state 
ment that was submitted to the Tariff Commission by the United 
States Department of Agriculture. 

Now, I just would like to quote here, if I may. I will quote the 
United States Department of Agriculture because at that time, if 
anything, they were leaning toward larger imports, and they cer- 
tainly were objective: 

The Department of Agriculture statement has these words in it. 
among others: 


Domestic production of blue mold cheese on the other hand has been steadily 
declining since 1947. The decline year by year has very closely approximated 
the year-by-year increase in imported supplies. If this trend is resumed, which 
could be expected if imports are permitted on an unrestricted basis, it appears 
likely that domestic production of blue mold cheese could soon be largely sup- 
planted by imports. 
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| Ise e threat of unrestricted imports of blue mold cheese upon expira 
144. clomestie p | fh e not been W ling to increase th I 
POESE he levels that prevailed prior to the 1950 i 
re dlomest production can be increased, producers must 
hee thie \ have air proportion of the Unite States 
‘ d of an uncertail sid proportl ; the rket ne 
1 I i\ er nite ‘ 
| 
if stheo On OT thie Depa tment ol \o1 ‘ulture 
rts t I jury 
] l () i a | t de 
a hie duc n blue m ! se ona hi s of Ww é 
cL te mporte I ! eTITiONn 
t} ‘ i tatic ol impossible 
t ! ) ‘ ite hie t of a tar nereus Valu on ot 
. 
No r | ive got two iittie pal rraphs t at | Spent ome time on. 
ees t te e best of my knowledce sil agreement that 
nder preseut micitic = e flexibility may be 
i ver, should he ise ( rer than vear-to-vear 
‘ 194 d 12 
hie ‘ eople i contributing d e well-being of the 
\\ t bec eS pM e To « era Ol re than : hand-to 
th b | t of that industry even more ellective We shall 
he ‘ ent e onan ever-inere ne l Lia ni f the p oduction 
Now. if I may elaborate a little bit on these uncertainties that are 
| } I e) 
I am probal y the dean of the blue cheese industry here in this 
oOunery There ] ive bee Varrous attempts to make blue cheese. But 
I was fortunate enough to hake niy tab at it bey nning 19505. Ana 
ve ive operated ever since that time 
It is been a changing industry. When I started, vou had Roque 
fort heese, which is the same fe, and some people think the same 
taste; some others do not. But that is made from sheep’s milk. And 
the Imports W ll vary betwee 2 ind 3 million pounds a year. ¢ 
Of course, if a person eats a piece of Roquefort cheese, he doesn’t 
eat a piece of blue cheese. But, in the blue cheese business—that was 
matter of division of opinion in Chicago. Some of the representa 
tive felt that as lone as the Government is supporting the price ot 
the dairy product and as all dairy products are practically imter- . 
changeable f ve i aol rt make blue cheese. the milk woes into cheddar. 
If vou don’t make butter and powdered skimmed, they vo to cheddar. 
The whole dairy lustry is very sensitive and very flexible. 
; : ; m 


And you ca hiit, by and large, from one factory toanother. Well, 
inyway, some of the members of the blue cheese industry at Chicago 
felt that we should say no imports whatever of any dairy product 
as long as the Government is hav Ing to support the market. 

Perso ally, | do not feel that Way. But | feel that there is room for 
a reasonable amount of imported blue cheese and imported Roquefort. 

[ would be glad to settle for the prewar norm, which was about 3 
million pounds of Roquefort and 3 million pounds of blue cheese. 

When we had the field alone during the war, we built that up to 12 
million pounds. And if you add the total now, we are still building. 
(nd, se, personally, it isa matter of just being reasonable. 

Mr. Anpresen. The blue cheese industry is very well satisfied with 
he present quota on Imports ¢ 
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Mr. Freperiksen. The way that section 104 would probably work 
out under the present Administration would be high ly satisfactory. 
We are ve ry happy with section 104. 

The only matter that bothers us is oe section 104 is part of a temp- 
orary year-to-year ee And. if section 104 — | be stabilized, 
M ssib ly tied up with parity, which appar was isa long-time program, 

104 or legislation simil: ur late it col ul Lbet ed in that way, we would 
be very happy. We could plan what our outside competition is; we 


could guess at our domestic competition. There is plenty of that. 
That is a normal business risk. 
Mr. ANprESEN. In other words, you would like a permanent law 


rather than to have one come up every vear / 

Mr. Frepertksen. That is terrible. It means that whatever Wash 
ington ei down here affects our business re beyond what we do 
ourselves. 

| like to make cheese. L built up the fac tory : J have made it - and 


have sold it; I know the market. It is my own baby. And I have 
to spend my nights thankful that there is an Aueust Andresen, but 
wondering what is going to happen to briar pipes and wondering, 


well, whether some of the people in other Departments might swim 
with the current or against it. It has been a fascinat hg proposition, 

Mr. Anpresen. re you the first manufacturer of blue cheese in 
the country / 

Mr. ee nN. Actually, I am the oldest one that is operating 
now. There has been work, a lot of work, done in the Bureau of Dairy 
indatiey, ‘Ti coes back to investigations back in 1900 to studies down 
here in Washington, oh, in 1902 or 1035, something like that. There 

sa pilot plant operated at Grover City, Pa 
the first war about 1920. 

It was a joint product with this Grove City Creamery and the 
Bureau of Dairy Industry down here and they made a considerable 
amount of blue cheese, upward of a hundred thousand pounds 
more, I suppose, and sold it from Grove City. This is just personal 
history. 

It hi appens that I was with a firm that tried to operate blue cheese 
factories because of some work that was done down at Iowa State Col- 
lege, And we did not know enough about it at that time. And the 
project of this large company was dropped. 

And in the process ot dropping that thine, I was out of a job. 
And I wanted to do something. And so I had a little bit of money. 
And I took it and said, “Look, I think vou stopped too soon. l am 
going to show them.” 

And, at the same time, the University of el had noticed 
- at they made Roquefort cheese, cured it in caves in France. That 

s, the sheep’s-milk cheese. So, they said, why not m: salah that type of 
cheese, blue-mold type, in some holes in the sand cliffs in Minnesota. 
And, so, the university got an appropriation and they made some of 
that cheese down there. 

\t that time there was experimental work going on at Lowa State 
College, experimental work going on at Minnesota; and I was making 
some. And that was the situation in 1935. Then about 1936 there 
was a very brilliant professor, since retired, at Iowa State College. 
And this Dr. Hammer made a great contribution toward an under 


.. When I came back from 
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standing of the mechanics of the cheese. And on the basis of his 
work, our own little factory was the only one going then. But I 
had been in contact with Iowa State, and we used the benefit of his 


work, discovery, before it was published generally. 

And that was a help. We also used the findings of Minnesota. 
(nd that was a help. 

Then, just about that time, that would bring us down to the early 
1940's, shipments of blue cheese from abroad were cut off, and every 
wholesale house wanted blue cheese to sel] to their customers. They 
could not get French blue cheese, and they could not get Danish blue 
cheese. 

And we enlarged somewhat. And other factories came into the 
field. I should say there that because of the outlook of the work at 
Ames, there has been 1 or 2 other factories after us that came in the 
field before the shortage. 0. actually, there were 3 or 4 plants that 
were operating before the larger growth due to the war. 

Mr. Anpresen. Mr. Frederiksen, if you will pardon me for chang- 
ing the line of talk here: 

You remember in the spring of 1951 when 1 certain firm over in 
Denmat K Cut the price ot blue cheese dow nto 43 cents a pound whole 
sale / 

Mr. Frepertksen. I remember it very, very distinctly. We tried 
to meet that price and could not meet it. 

Mr. Awpresen. As I recollect it. you had to have around 50 to 52 
cents a pound to meet your cost of production. 

Mr. FREDERIKSEN. That is right. We went down below our cost 
of production, but it did not do us any oood. 

Mr. Anpresen. And this price cutting started from Denmark? 

Mr. Frepertksen. That is right 

Mr. Anpresen. I happen to have the advertisements in my office 

What was the effect of the blue cheese industry in the country ? 

Mr. Freperrksen. We hada very considerable business in New York 
Citv. And we lost most all of that business, because the other things 
being equal, we can compete with them, we can compete with them on 
an even price basis: but they took advantage of this currency devalua- 
tion: and they took advantage of an artificial pricing situation to cut 
way below anything we coul ldoatall. 

And, of course, we had some business that stuck by us. But we 
began to drop milk; took milk that was coming into our plant and 
diverted it to another plant, and that plant made Cheddar cheese. 
And the Government at that time began buying some Cheddar cheese. 

At the moment, the Danes are the ones we think of as competition. 
Blue cheese really goes back to France, and the Danes got in it in 
the early 1930’s. We got in it in the middle 1930's. But they make 
vood cheese, and they are sanitary. But they had great expectations 
that there was a tremendous market over here, and that the *y were just 
going to come over and sweep the United States. 

Mr. Anpresen. Has the consumption and the demand of blue cheese 
increased since the passage of section 104? 

Mr. Freperrksen. Very definitely. I think the normal consumption 
is at least steady, possibly going up. People are learning to use it 
more and more. And then within the last year or so, there has been an 
extra two or three or four million pounds that have gone into these 
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blue cheese crackers, a Virginia firm, and firms in Chicago: although 
that may be temporary. We do not know yet. We are just holding 
our breath, wondering whether it is going to stay or whether it is a 
flash in the pan. 

Mr. Anpresen. Is any of that market for this cracker company dow) 
NM Richmond, Va.., being supplied by domest producers ¢ 

Mr. FreperrksEn. I do not know. It just happens that in my ow! 
particular business, we are not. selling to cracker people. But the pro 
duction figures in October and November of last year were somew here 
around seven or eight hundred thousand pounds. Then along in 
December they jumped to a million maybe. And in January they 
were a million. 

And we did not ask the representatives of the group there to dis 
close their private figures. But we did get a confirmation from several] 
who were supplying cracker people that all of that increase could 
well be accounted for by the cracker trade. 

And the situation is now that if section 104 or thi equivalent ol 
section 104 is not renewed, there is going to be a lot more Cheddar 
thatthe Government is going to buy, which is us. 

Mr. ANprREsSEN. What will happen if import controls are not cor 
tinued as far as blue cheese is concerned ¢ 

Mr. FREDERIKSEN. As far as blue cheese is concerned. we will not 
stop product ion right away. We are FroIng to keep some of our trade: 
but it is going to be very tough going. And I am sure that we will 
not use nearly as much milk of this milk that is on the market as we 
would with section 104. 


Some of the plants will go out of business. There was a big op 
erator in Consolidated Dairies out in Washington that quit about a 
vear ago. They cid not know whether section 104 was Fong to be 


renewed or not, and they just said, “Look, it is not worth it.” 

Mr. ANprRESEN. There is one blue-cheese manufacturer on the west 
coast. 

Mr. FrepertKSEN. Yes, sir. ‘That is the one I have in mind. 

Mr. ANDRESEN. Did they quit‘ 

Mr. FrepertKsen. Yes. That is my understanding. 

Mr. ANDRESEN. Their cheese was better than Roque tort cheese. 

Mr. Frepertksen. It was good. They had most of the business. 
They made good cheese. But they said it wasn’t a business at all; 
they said “This is a gamble and we do not want any more of it.” And 
if they had had the assurance of something reasonably stable like 
section 104 over a 3-year period, or something on which to base their 
thinking, they would still be in business today. Of that I am 
confident. 

Mr. ANpRESEN. Are there any questions that you would like to 
ask, Mr. Dague ? 

Mr. Dacur. No: I have no questions. 

Mr. Poxik. I have none. 

Mr. ANpDRESEN. We thank you very much, Mr. Frederiksen. 

Mr. Freperiksen. And I appreciate very much this opportunity, 
and I want to thank you very much. 

Mr. ANDRESEN. Next we will hear from Mr. Roy Herman who repre- 
sents the Ohio Swiss Cheese Association. 
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STATEMENT OF ROY HERMAN, THE OHIO SWISS CHEESE 
ASSOCIATION 









Mr. Herman. Mr. Chairman and members of the committee, I just 
t to read vou my report here, al d I will then try to answer any 





eStIONS that vou have. 
Our industrv has instructed me to advise this committee that we 







Te. it full accord W th prodaucers Oot SWISS cheese throughout the 
Natio who have told vou that the domestic swiss cheese Industry Is 


it the present time in the mosf critical position it has been in since 


































lt S the ntention ot the Oh O SWIss-( heese Maustry to make it 
lear that the entire swiss-cheese industry wants to work together to 
irrive ata sensibl solution which will venetit both the industry and 
the Nation. i 

We in Ohio believe that your committee, which is the group most 
representative of the dairy industry of the United States, is going 
bey ne illed on to review all dairy leoislation, since the entire dairy 

dustry is having difficulties at this time. 

Therefore, in addition to iIndicatine Ou Support ot the crt neral SuYg 
vrestiols offered to the committee by the Wisconsin swiss-cheese indus 
trv, we want to outline for the committee just what the situation in 
Ohio is. We feel that this information may h Ip your committee 
understand the serious nature of the present ‘situation and also help 
vou decide wh imean he do ie about if 
First let me briefly summarize conditions in ¢ Yhio, and then I want 
to go into what we in the Ohio 1 dustry believe has caused these con 
ditions and what we think might be done about them. 

Most Important of all is the fact that in Ohio the price for No. 1 
swiss cheese has dropped from 53 cents to 38 cents per pound at the 
Fev tory In} weeks. That isa drop of more than 2S percent. Lam 
ure that every member of this committee will agree that a 2S percent 
irop ma period of Sw eeks is reasonable cause for alarm. 

Furthermore, this drop has occurred despite the fact that the pro- 
duction of swiss in Ohio dropped from $.293.000 pounds in 1950 to 
about 6,400,000 pounds last year. 

Ever at this much lower price, Ohio producers ot Swiss find their 
inventories steadily increasing, until now we have more swiss on hand 
than at any time within memory. 

An additional factor, and a very important one, is that the break 
in the swiss-cheese market is causing great hardship to milk pro- 
ducers. For example, in the Ohio swiss-cheese area the average price 
per hundred for milk containing 3.5 percent butterfat was $4.24 last 
fall, but has now fallen to $3.04. 

We in Ohio feel that there are several factors which have con 
tributed to these conditions, and that one of these factors was the 
lifting of import quotas on swiss cheese by the former Secretary of 
Agriculture last July. Within a few months after the quota was 
removed there was a tremendous increase in imports of low-priced 
swiss from Denmark, Finland, and West Germany. 

Through Congressman Frank T. Bow, who represents the area in 
which most of the Ohio SWISS cheese is made, we have obtained from 
the United States Tariff Commission and the Department of Com- 
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merce figures which prove conclusively the tremendous increase in 
unports from these three countries. 

These figures show that in the period of July-December 1951 total 
imports of swiss from Denmark, Finland, and West Germany were 
IS84,110 pounds. But in the same period of 1952—in other words, in 
the 6 months after the import quota was removed—imports from these 
three nations jumped to 1,002,706 pounds. 

That is an increase of 818.596 pounds, or more than 444 percent. 
Imports from Denmark were 419,000 pounds greater, or 414 times as 
much as the same period in 1951. Imports from Finland were 297.000 
pounds oreater, or nearly 13 times as much as the last 6 months of 
1951: West Germany also shipped in fl, times as much as in the 
same period in 1951. 

This great imerease shows up most clearly last October. Swiss 
Imports from Denmark were 150.562 last: October, compared to only 
6435 pounds in October 1951. Finland shipped in no swiss in Octo 


ber 1951. but last October sent In 91.279 pounds. West Germany also 
sent in no swiss in October 1951, but we imported 34,030 pounds from 
that source last October. That means there Was an overal] mcrease 


from 6435 pounds to 255.871 pounds in imports from those three 
countries last October as compared tot he Vvear before. 

I am sure members of this committee will agree that is a substantial 
increase and will also agree that such an increase is almost certain to 
have an etfect on the domestic swiss market. 

You ria have noticed that I have made no mention of Imports of 
Switzerland swiss. This is because imports from Switzerland have 
remained quite constant, and more important, because Switzerland 
swiss sells in New York at 20 cents or more above Danish and Finnish 
SWISS. 

The Ohio industry feels that because of this oreat differential in 
price, it is the dumping of Danish, Finnish, and West German swiss 
which has been an Important Cause ot our present trouble. We know 
it to be a fact that swiss really became hard to sell in Ohio when we 
learned from a New York importer that he was obtaining Finnish 
swiss for as low as 40 cents a pound, duty and freight paid. 

This knowledge that foreign swiss was coming into this country 
at less than our current price created a scare which bid the price down 
very rapidly. Since we knew there no longer was any import quota to 
limit the amounts of this 40-cent swiss which could be imported, ou 
manufacturers felt they had no protection whatsoever, and that they 
must attempt to unload. However, as is usually the case, purchasers 
are slow to buy while the market is in a downward trend, and we find 
our supplies continuing to pile up. At the same time, Imports con 
tinue to come in and take over some of the markets. such as New York. 
\\ here we formerly shipped considerable amounts of SWISS. 

Imports of whole milk powder have also had an effect on the mar 
keting of all butterfat products, of which swiss cheese is one. We 
have been advised that these imports increased from 24,000 pounds 
in 1950 to LO million pounds mn L9HY. Previousl) | sald it was tt 
million. 

The Ohio indust ry also wishes to express its opinion that it is com 
pletely unreasonable for the domestic swiss cheese industry to he 
required to meet rigid sanitary standards, while imported swiss can 
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be made under anv conditions whatsoever. Please understand that 
e approve oT sa tary standards as os sec by t he » pure food laws, 
but foo] that cheese com ng into this country in competition with our 
product should in all fairness be subjected to the same stand: irds. 

Mr. Anpresen. Have you any reason to believe that the imports 
of SWISS cheese which vou have ment oned do not meet the sanitary 
tandards set up in this country ¢ 

Mr. Herm AN. I have never seen the cheese that was imported, but 
| talked with cheesemakers who were hi I’rance or right close to 
Switzerland who told me how the cheese factory was over there, that 
some places they did not even have cement floors, just slotted board 
umes on the floor. and the boiler or heat in one corner of the room, 


VW th the soot hanging all over thie oot. They Si cd just nobody over 
here objects to it. 
Mr. ANDRESEN . * ide your cheese in the sa e manner in this 


ountryv, what wou ld hap pen ( 

Mr. Hy RMAN. We woul | not be allowed to. 

Mr. ANprEsSEN. The cheese would be condemned 4 

Mr. Herman. It sure would. 

Mr. ANpresex. You may proceed 

Mr. Terman. Our Ohio Swiss Cheese Association also wants to go 
on record as being opposed to the idea of supporting prices here and 
ending surpluses to other countries, only to turn around and permit 
them to ship in products which compete with us and create more sur- 
»luse We reel it would be much more sensible for the Government 
to sm nd the same amount of money right in those countries, since it 
would serve the same purpose of aiding their economy, without dis 
turbing our own markets. Furthermore, we could save the money 
pent on shipping our surpluses over there and in sending their exports 

to the U1 ited States to « ompete W ith Us, 

That summarizes our main arguments, Mr. Chairman. In conclu- 
sion I want to present the recommendations of the Ohio Swiss Cheese 
Association. We recommend that: 

(] The secretary of Aor} culture relmpose Mport quoti is on SWISS 
heese, making certain that those quotas prohibit the dumping on our 
markets of quantities of Danish, Finnish. West (serman, and other 
imported Swiss in excess of normal amounts, as established by a care- 
ful study of imports over a reasonable period of years; 

(2) Congress make a study of present tariff rates on swiss cheese. 
Lhe rate of 5 cents per pound or 20 percent acd valorem which is now 
n effect does not provide adequate protection, nor does it take into 
eons deration the tremendous changes in the origin of swiss Imports 
since it went into effect in 1936. \t that time virtually all swiss was 
mported from Switzerland, and the duty Imposed was sufficient to 
rrotect the domestic industry, he recent great increase in imports 
from Denmark, Finland, and West Germany have changed this pic- 
ture considerably, and in our aad vive reason for a review of the 
tariff on swiss cheese: 

}) The secretary of \oriculture Impose firmer quotas on the im 
port ot whole m lk powder and other dairy products which also ad 
versely atte t the entire dairy industry: 

(4) Cor press examine the poss bilitw of requiring that swiss cheese 
hipped into the United States must be made under sanitary regula- 
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tions equal to the high sanitary standards under which domestic swiss 
ismade; 

(5) The Government should attempt wherever possible to make 
direct purchases in foreign countries, rather than permitting them to 
ship in products which cause surpluses here and cause the Government 
to buy up the surpluses and ship them right back to some of the same 
countries. 

Those are our views. In behalf of the Ohio Swiss Cheese Associa 
tion I wish to thank the committee for their attention, and to express 
the hope that they will give very careful consideration to problems of 
our industry. 

Phank you. 

Mr. ANDRESEN. Mr. Polk. 

Mr. Por is l think you made il very clear and concise tatement 
concerning the Ohio cheese industry. While I did not have the honot 
to re presen ah area wl IC) manutac tures cheese, as | represent coun 
ties in southwestern Ohio, we know of the fine cheese that you bovs 
produce up there 11) northeastern Ohio. You h ive a very fine record. 
M uy people think that your ¢ heese is better than the cheese which is 
produced in the area of our distinguished chairman. In other words, 
we think the Ohio swiss cheese is the best swiss cheese produced any 
where in thiscountry. 

I want to thank you for a very concise and complete statement. We 
are very happy to have you with us. 

Mr. ANDRESEN. Mr. Herman, this new swiss cheese that has come 
in and is being sold cheaper than the Switzerland swiss. do you know 
if that is aged and processed in the same manner as the Switzerland 
cheese ¢ 

Mr. Herman. I do not know. Most parts of it is, 1 imagine. 

Mr. ANprRESEN. The swiss cheese made in this country, how long is 
t processed and aged ¢ 

Mr. Herman. There is usually a holding law, 6 weeks in the summer- 
time and 8 weeks in the wintertime. The older it is, the better. Some 
of it may be 5 or 4 months old. Right now the way it is selling some 
of it 6 months old or more. It just seems to not move. 

Mir. ANDRESEN. The swiss cheese that vou make, does that have 
holes in it? 

Mr. Herm AN. It sure does. 

Mir ANDRESEN. As big holes is the Switzerland cheese ? 

Mr. Herman. It is always the idea to have nice holes in swiss. If 
vou do not have good holes in it you cdo not get the price for it. All 
swiss that 1s made is oraded and it is sold according to the number of 
holes it has in it, or the size of them, or the body and so on. 


But right now it does not sell. The price 1s Coming down It seems 
the price 1s coming down but it still does not move. It is really hard 
onthe farmers. Most of the factories in Ohio are cooperatives, There 
are a few fellows who own their own factories and buy their milk. 
The cooperative factories where the farmers get the money as they sel] 
their milk, they are unemployed because they cannot sell the cheese. 
Phere is no money coming In. 

Mr. ANDRESEN. You stated that vou have a large surplus on hand of 
swiss cheese. Is that due to the increase in production or in the failure 
to market the cheese ¢ 
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Mr. Herman. It would not be the increase in production because in 
the wintertime production is always down. It should be the other 
way. At this time of the year the price of cheese usually increases as 
the production is down and changes again later in the summer, 

Mr. ANpRESEN. We have had a rather unusual experience this past 
winter. with an increase in the production of nuilk beginning in 
December. 

Mr. Herman. Yes. sir. But I would not say the swiss factories in 
Ohio were hurt by that particularly, because the fluid milk has been 
working hard in there try ing to take milk away from the swiss plants 

til this came along, that dairy products and milk piled up. 

Now all the factories in Ohio can get lots of surplus milk but there is 

obody taking any because they do not know what to do with the cheese 
if they would make it. 

Mr. Anxpresen. How many factories do you have in Ohio making 


SW Ss cheese ¢ 


Mr. Herman. About 29. 

Mr. Anpresen. How many farmers supply the milk to those fac 
tories ¢ 

Mr. Herman. About 1.500 farmers in the association. 

Mr. ANDRESEN. Do you use grade-A milk? 

Mr. Herman. Part of it is: not all of it. 

Mr. ANpRESEN. What is the present paying price for milk ? 

Mr. Herman. The present price would be around $3. Anywhere 
from $38 to $3.20. That all depends on the cheesemaker, too, what 
oracd ot hee se he makes and soon. \ ou can fivure the price of cheese 
say, at 40 cents, he would take about 8 pounds, with expenses and every- 
thing. You could figure about $3.20. It runs less or more, either way. 

Mr. Anpresen. The farmers who supply the milk are not in the 
milkshed covering by— 

Mr. Herman. Some of them, ves. In the last few vears, since the 
war, say, they have needed more milk. In Cleveland and the bigger 
( ities, they have been com he to {his territory and some of the farmers 
have improved a little more and built milk houses such as the re- 
m grade A milk and ship to the city. 

Mr. Anpresen. What portion of the swiss cheese is made in Ohio 
that is produced in the country 4 

Mr. Herman. We would make hardly 10 percent, I would say. We 
run around 6 million pounds now. _ 

Mr. ANprRESEN. You recommend the cor tinuation of import con 
trols to include swiss cheese from other countries than Switzerland 7 

Mr. Herman. Yes, sir. Although, as I said, from Switzerland, it 
is always a higher priced SWISS, and If does hot interfere quite as 
much. 

Mr. ANDreESEN. Where there isa differential of 20 cents to 30 cents 
a pound on imported cheese, do you think that should be left un 
controlled ¢ 

Mr. Herman. I do not know. There have been times when. sav 
10 years ago, when things were not as high-priced as they are now, 
when Switzerland cheese was twice as high as the domestic cheese. 
That did not seem to interfere so much then. 

Mr. Anpresen. In particular, do vou think that the swiss cheese 
from Germany, Denmat k, and Finland should be placed under import 
quotas ¢ 
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Mr. Herman. Yes, although whether you can separate them from 
Switzerland, I do not know. You may have to take them all together. 

Mr. ANpDRESEN. Is it the same kind of cheese ¢ Does it have the 
sume taste ¢ 

Mr Herman. I did not taste any of it. IT would not say. At least 
it goes as swiss cheese and it still affects the market. The price 1s 
set. If one fellow quotes you a price of 40 cents for swiss cheese, they 
do not have very much where it is from. 

Mr. ANprEsEN. What will happen to the swiss-cheese industry in 
Ohio if controls are not reinstated / 

Mr. Herman. They are figuring there will just be very few cheese 
factories in Ohio if it keeps on the way it is now because a farmer 
cannot supply milk to a cheese factory and not vet an vthing for it, 
with no place to sell it. Whether i t will change eventu: lly, it is hard 
to tell. 

Mr. Anpresen. In other words, you need import controls to survive 
asan industry in your State / 

Mr. Herman. We sure do. 

Mr. ANpresen. Thank you very much, si 

Mr. Polk ¢ 

Mr. Poix. I was particularly interested, Mr. Herman, in your state 
ment on the second page, spe making ot the drop Int price. You fo On 
to say that this drop has occurred despite the fact that production of 
swiss in Ohio dropped from 8,293,000 pounds in 1950 to about 6,400, 
000 pounds last vear. 

+g do you account for that very substantial drop / 

. Herman. Fluid milk has taken some away from the cheese fac 
tories. I would say a lot of it. 

Mr. Pork. That seems like a tremendous drop in a period of 2 
Vealrs. 

Mr. Herman. It is. 

Mr. Pouk. Nearly 2 million pounds of cheese. 

Mr. Herman. Rievht now some of the cheese factories, yust a very 
few of the larger factories, have converted to American cheese. They 
ire making long-horn types, some Cheddar types, or anything that 
thev can get away Ww ith. with the milk. It seems that at the pre sent 
time they can sell the long horn a little better than the swiss. 

Mr. Poin. That is a tremendous drop, almost 2 million pounds in 2 
years. 

Mr. ANpresen. Thank you very much, Mr. Herman. 

Mr. Herman. Thank you. 

Mr. ANpresen. The next witness is Mr. Galli, from Wisconsin. He 
also represents the Swiss cheese industry in Wisconsin. 


STATEMENT OF FRED GALLI, REPRESENTING SWISS CHEESE 
PRODUCERS OF WISCONSIN 


Mir. Gaui I am SOrry to say that I have no prepared statement. 
My name is Fred Galli. I live in Monroe, Wis., and I am represent- 
Ing the Swiss cheese industry, Swiss cheese producers ot Wisconsin. 
We have a membership of approximately 150 cheese factories, about 
LO,000 produc ers, Including Wisconsin, some in Illinois, and W yoming. 
Much of what I have to say here today has already been said by Mr. 
Frigo, Mr. Fredricksen, and Mr. Herman. Certainly we do not have 
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ontrols on imports because the cheese. as Mr. Herman said, the cheese 

price has dropped mn 2 months 15 cents a pound. Phat is about a 
percent drop, from 52 cents to 39 cents. 
[ do not know what can be done, but I believe the proper adminis- 
ition of the Andresen amendment, section 104, would help to remedy 


1 ssituatio the lo} om } l 
Now is T¢ the statement NI) Krome} has made that Switzerland 
heese thout 40 cents hieher than our domestic. | have some figures 


here where it has been about VO cent and less In some cases. Also, 
e said that much of the cheese that is actually called Emmenthaler 
cheese, classified as cheese. he mentioned one name 1n particular, Til 
sitter, nobody would get away with calling that swiss cheese, I do 
not care who would Import it , 

I was born in Switzerland, and | was born in the valley where the 


] enthaler cheese originate My father was a cheesemaker, and 
I tn iso a licensed cheesemakel Wis ONSN. ] do make cheese for 
State conventions, State fairs, and other national affairs where they 
have contests of cheese Phat - | fore oy) tvpe cheese. 

Phere is a quotation that da ary 1950, Switzerland cheese is 
quoted wholesa it TS cents. TOto & md domest cheese 1s quoted at 
NT to 60 Phere Hust thout 22 ce ts difference. It he would want to 


maintamn that price ot 40 cents ad tference | heli ve that would help 
the situation. 

Mr. ANpreESEN. That was on swiss cheese from Switzerland ? 

Mr. Gaunt. That is right. swiss cheese from Switzerland. 

Mr ANDRESEN. What are the recent quotations that you have on 
Swiss cheese from Finland, Denmark, and Germany ? 

Mr. Gaunt. 40 cents at the port of embarkation. 

Mi ANDRESEN. What is thi ist quotation that vou have on Swit- 
zerland swiss? 

Mr. GALul The last quotation of Switzerland swiss is 83 cents. 

Mr. AnpreEsEN. E ohty three cents a pound / 

Mr. Gaui. That is right. In January. 

Mr. ANbRESEN. Then the Switzerland swiss is selling for 43 cents a 
poul d- 

Mr. Gant. Above Finland’s cheese, but not above ours. 

Mr. Anpresen. Not above the price here ¢ 


Mr. Gaui. No. The quotation in January 1953, domestic cheese 


quoted at os to 60 cents, Phat s wholesale. The farmer gets 
approximately 39 cents now. ‘That is for the top grade and there are 
+t orades: there is a brand in Wisconsin, or U. S. Nos. 1, 2, and 3. 


Approximately 73 percent is included in those top 3 grades. The 
verage price 1s not 59 cents: the average price 1s probably 37 cents. 
Phe farmers in Wisconsin selling their milk to swiss cheese fac 
tories, or having it made up into swiss cheese, were paid for December 
$3.09 a hundred. In November they were paid—that is the average 
price of member factories belonging to our group and thev are all 
cooperatives. Everything that is earned—all profits- are paid out to 
the farmers. That isthe net figure that they get. 

In Jai uary 1952 they received S4.08: in Februarv. $4.06: in March, 
Sr). That is because the vield woes down a little bit during that 
time. 

Mr. Anpresen. That is not March of this vear? 

Mr. Gaui. Last vear—1952. 
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Mr. Anpresen. How much did they get for milk then? 

Mr. Gaui. In March 1952 they got S3.89, 

Mr. AnprEsEN. What are you paying today ¢ 

Mr. GALLI. ‘Today we have not sold the SWISS cheese yet because 
we are not able to sell it for 60 days and usually pay for the whole 
month. At this time January cheese 1s being graded. All cheese 1n 
Wisconsin is graded by State graders and whoever buys it has all the 
cheese for the whole month and tle price 1s established. Jam afraid 
that the January price is voing to be below S83. 

We just sold the cheese or rot paid for December. for the sw) 
cheese, which was $3.09, 

Mr. ANDRESEN. How about the private cheese factories which buy 
their milk. do they make settlement In the same manner as the 
cooperatives ¢ 

Mr. Gatti. Some of them lose money because they have paid pre 
viously in anticipation of a market probably 10 cents higher than it 
actually is and therefore are out of business. They have to switch 
the Cheddar cheese, if they have the equipment, or else tell the farmers 
to keep their milk and look for a market. It is serious. We cannot 
establish a business and survive by not producing. We have to have 
milk. We cannot tell the farmers, “Do not milk the cows today : milk 
them tomorrow.” We cannot do that. 

Mr. ANpresen. Are you making cheese now, or are the different fa 
tories still making swiss cheese / 

Mr. Gautur. Yes. About 20 percent of the factories have converted 
nto Cheddar cheese. Those that have the equipment and have the 
facilities. Itis nota good poli \ toswitch from one to another, because 
the quality suffers too much. By the time you get used to making ons 
variety vou have so much bad cheese it is no good for the business. 

Mr. Anpresen. Apparently in some of these countries that have 
been shipping swiss cheese and milk powder they find it very conven 
ent to convert to some other commodity and ship nto the United 
states. 

Mr. Gatur. I do not know how they can do it. 

Mr. Anpresen. That is probably why you have so much swiss 
cheese from Denmark and Finland and Western Germat Vv. 

Mr. Gauut. It is possible. 

Mr. ANprESEN. Maybe they are a little more clever than we are. 

Mr. Gauut. Maybe they are clever. 

When Mr. Fromer said that the amounts imported that 1s of swiss 
ene se, equivalent to a percentage of the total milk production, that is 
very true of the total milk production as a whole, but if we produce 
10 million pounds of swiss cheese in this country and they import 1 
million or better, that is 10 percent of the production. Every pound 
that they ship in we can sell here, and it certainly is not good business 


for us to escape from swiss cheese production and make something 
else, make butter or powder or Cheddar to get the subsidy and in turn 
Import it. 

Mr. ANDRESEN. Those, ot course, who convert to Cheddar cheese 
they can sell their Cheddar cheese to the Government. 

Mr. Gatur. At support prices. 

Mr. Anpresen. We are glad that vou are here to express the views 
of the people that you represent. Wisconsin is one of the most im 
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portant cheese-producing States u the country, 1f not the most im- 
portant. 

| really felt when I talked with vou last week that Wisconsin should 
have some representative here to express their views. You and Mr. 
Ir) 0 and others from the cheese producing areas have done sO. The 
committee has the benefit of the facts as you have submitted them to 
is and can formulate what will be a policy to protect American 
producers ; 
~ Do vou have anything to add to what you have said / 

Mr. Ganu. Yes. A question was raised as to what we anticipate 
adomg 1 the matter of advert sing. ‘| he American Dairy Association, 
vlaich Is striethy a farmers org@aniZation, have been paving l cent a 
pound butterfat for 1 month out of a vear to support an advertising 
program. 

On Tuesday before leaving for Washington I attended the annual 


meeting of the Wisconsin American Dairy Association, and the reso- 
Mtion Was presented to set aside | cent a pound butterfat for the 
whole year. So we are eolng to triple our funds for advertising. That 

ill farmer supported. 

Mr. Anpresen. That was decided at this meeting the other day ‘ 

Mr. Gaui. Yes. I do not know if it has passed. I did not stick 
round long enough. But that was brought up. 

Mr. ANpresen. The dairy industry has been somewhat lame in not 
doing more advertising. IT am mindful of what Lever Bros. and 
ovhel colmMpanhtes do. One company will spend more money advertising 
oleomargarine and their products than the whole dairy industry 
pends. 

Mr. Gaur. That is very true, but they do not deal with a perishable 
product and they can control production, we cannot. 

Mr. Anpresen. That is one reason why I think the industry ought 

spend more money advertising. I think they have had some excel- 
ent advertising from the butter institute and from the dairy organiza- 

- If the advertisin were to appeal In more proper places it 
ould be very helpful at least to create the appetite tor people to re- 
turn to good, natural foods 

Mr. Gani r. .AS long is you have mentioned the oleo people, | do not 
shOW VI ether this would come before this comniittee, but the oleo 
eople are allowed by law to use preservatives, to keep the taste fresh. 
if anything else but salt and fat is used in butter, and a certain amount 
of moisture that Stays 1n, 1b 1s called adulterated and you have to sell it 
is contaminated. So we are at a disadvantage. 


Mr. \NDRESEN. They wil] hot allow you to put preservatives in 
hut Ido not know if 1 would eat it if you did. 
Cottonseed oil is selling around 15 cents a pound, and butterfat at 


rround TO or 7). You cannot compete with it. J hope the industry 


5 


Il do more to advertise their dairy products, and to recapture some 
of the market which has been lost. It 1s important not only to industry 
but to the people of the country. 

We hope that out of our heat Ings here, which are FOIng to be very 
‘tensive and go into all features of the industry, that we will be able 
o help the Secretary of Agriculture and the Administration to work 

on a program that will be constructive, sound, in every manner, and 
for thre benefit of not only the producers but also the consumers of 
dairy products in this country. 

Phank vou for being with us. 
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I have reached the end of my list for today, unless there is somebody 
here who would like to contribute something to the afternoon program. 

Tomorrow morning we will hear Dr. Gaumnitz. the head of the 
cheese institute. who will talk in general about the entire cheese situ: 
tion in the country, and if there is nothing else the committee will 
stand adjourned until 10 o° clock tomorrow morning. 

( Whereupon, at 4:05 j). Md. the subcommittee recessed, to reconvene 
Friday, March 20, 1955, at 10 a.m.) 

(Supplemental letter from Martin A. Fromer, Counsel, Chees 
Importers Association of America, Inc., is as follows: 


CHEESE IMPORTERS ASSOCIATION OF AMERICA, IN 
New York, N. ¥ April 9, 195 
Congressman AUGUST H. ANDRESEN, 
House loriculture Committee, 
Npecial Dairu Subeon mittee, Washingtos J) ¢ 
DEAR CONGRESSMAN: In the course of my testimony before vour committer 


March 19, 1958. vou stated that your committee had testimony to the effect that 
Finnish Swiss cheese sold in New York for about 40 cents a pound wholesale, 
and in answer to this, I stated that IT questioned the amount of the price. I have 


since investigated this claim, which IT find was made in the testimony of Mi 
ioy Herman, of the Ohio Swiss Cheese Association, wherein he stated that he 
had learned that an importer “was obtaining Finnish Swiss cheese for as low 
as 40 cents per pound duty and freight paid 

This is to advise vou that my investigation confirms that the statement is in 
correct and that the duty-paid landed cost to the importer is 54.7 cents per 
pound for Finnish Swiss cheese. This statement of the cost is not merely a 
matter of opinion or hearsay, but is based upon the actual record of imports as 
ascertained by me from the United States customs appraiser for cheese at the 


port of New York rhe customs appraiser advises that the freely offered price 
for Finnish Swiss cheese, cost, insurance, and freight, New York, is 45 cents per 
pound. To this must be added duty of 8.2 cents per pound (20 percent ad val 


orem on export price) and 14% cents per pound for trucking, warehousing, and 
customs brokerage, making a total of 54.7 cents per pound net cost to the importer 

I note in Mr. Herman’s statement that he also complains about a drop in 
the volume of production of swiss cheese in Ohio and a drop in price to 88 cents 
per pound. The Departinent of Agriculture statistics would show that Swiss 
cheese production in the United States has increased very substantially in the 
last 5 years and that Swiss cheese production in 1952 was substantially higher 
than in 1950. The actual reported production figures for the past 5 years are as 
follows (in thousand pounds) 


14S TO. OB 
140 S1.048 
LO 99, 483 
1951 100, ORO 
wWHv 104, 535 


On the other hand, in spite of the fact that restrictions were removed against 
Swiss cheese imports in July 1952, imports of Swiss cheese dropped from 7,848 
000 pounds in 1951 to 7,561,000 pounds in 1952 

Furthermore, a comparison of the price of domestic Swiss cheese with i 
ported Swiss cheese, from any European source, indicates that the imported 
Cheese is substantially higher in price 

We can only conclude that the difficulty experienced by the Ohio swiss cheese 
manufacturers is a result of greatly increased production and severe competi 
tion from manufacturers in other States. Perhaps we can facetiously take the 
liberty of suggesting that they require import controls not against Cheese from 
abroad but cheese from Wisconsin or other dairy-producing States The al 
surdity of such a situation is apparent and we hope that your committee w 
see the applicability of this example to the problem before you with regard 


| 


cheese imports 
I would very much appreciate if this letter can be made part of the record 
to supplement my testimony 


Very truly yours 
MARIIN A. FROME! 
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FRIDAY, MARCH 20, 1953 


Houser or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
SpectaAL Darky SUBCOMMITTEE, 
Washington, D. C. 

The subcommittee met at 10:08 a.m., pursuant to adjournment, in 
room 1310, House Office Building, the Honorable August H. Andresen, 
chairman of the subcommittee, presiding. 

Present: Representatives Andresen (chairman of the subeommit- 
tee), Simpson, Lovre, Golden, Williams, Grant, Abernethy, and Polk. 

Mr. ANpbrEsSEN. The committee will come to order. The first wit- 
ness this morning will be Dr. Gaumnitz, Executive Secretary of the 
National Cheese Institute. 

Dr. Gaumnitz. 


STATEMENT OF DR. E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, CHICAGO, ILL. 


Dr. Gaumnirz. My name is E. W. Gaumnitz. I am Executive See 
retary of the National Cheese Institute with offices at 110 North 
Franklin Street, Chicago. The Cheese Institute is a nonprofit cor 
poration whose members include manufacturers of cheese and proc- 
essed cheese and assemblers, wholesalers and distributors of all types 
of cheese. Its members manufacture over 50 percent ot the cheese 
produced in the United States and distribute between 80 and 90 pet 
cent of all cheese distributed in the United States. 

Among the membership are individuals, proprietary companies 
and cooperatives. A eood Pdaunny ot the members are Importers of 
cheese as well as distributors and manufacturers. 

Mr. Chairman, I rather feel that 1 ought to apologize a little bit. 
Actually I have had the feeling that the chairman of this committee 
knows more about some of the things on which we are try ing to tes 
tify than some of us do, as indicated both by the questions and some 
of the testimony which you gave before other committees. 

In order to save time I thought I would touch on about a half dozen 
points which have been raised or discussed to some extent by other 
ind prey ious Witnesses. I believe that pra tir ally all of the statistical 
data have already been incorporated in the record. I therefore do 
not propose to Incorporate any more ext ept possibly two tables. 

Mr. ANprEsEN. Do you have a prepared statement, Doctor / 

Dr. Gaumnitz. No, sir. I wish permission, however, to file a short 
statement. 

Mr. ANDRES! N You Way file idditional material for the record. 
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.Gacmnirz. Thank you. The matter of total milk production 

in the | led States was pretty vell covered. The only point that I 

want to touch o1 connection with it is Just to pornt outa minor de 

tail whicl appare ntly Wiis ot quite covered the other day, or | did 
ot cat wat least. 

Going back some 25 vears, it is true that per capita production has 


ot varied a whole lot. Going back to 1925, which are the earliest 
ire I have, it was around a } ttle under S00 pounds per capita pel 
vear, and at the peak it was about S80 pounds per capita per year. 

It should be noted that a large part of that hieh per capital rate 
was during the war period. It was in the period starting about 1941 
and running to about the middle of 1950 and was due very largely to 
i deliberate attempt to increase milk production. The merease, of 

ourse, Was Wanted for the purpose of making avallable butte r, cheese, 
ind nonfat dry milk solids, particularly, and also evaporated milk, 
to the irmed ser\ Ces and allies 

\ctually I think everyone was concerned as to just what the situa 
tion would be following the war. It had not worked out too badly. 
considering that rather marked expansion that took place in the early 
1940's Those data were introduced by both Mr. Reed and also by 
Mr. R chards. 

\ little side po nt: In terms of total production of manufactured 
pore ducts there has been, for the most part it depends, ot course, On 

oW many years are considered a oradual increase in the production 
of the major manufactured products, with the exception of butter. 

As ] is hee} ind cated prey lously, butter. ] believe, reat hed its peak 
back in 1941 and there has been a rather steady decline ever since. 
with creamery butter in 1952 estimated at 1,200,000,000 pounds. On 
the other hand, cheese has increased rather steadily, if a correction is 
made for the bulge which came in the early 1940's, In other words, 
if a period of 30 years were taken, the trend would be definitely 
upward. 

That ih gel eral is true mn the case of evaporated milk, nonfat dry 
KK solids, and ie crean 


1] 
Mr. Awpresex. Did not a good many people who were not able to 


/; 


Hi! 


secure red meat switeh to cheese 

Dr. Gaumnirz. To some extent that may have been true. You may 
remember that during the war, under rationing, both meat and cheese 
were rationed. Cheese consumption actually declined during the war 
because at times more than 50 percent of the cheese was taken by 
the Government for both the armed services and for export fo our 
allies. 

So that in the case of cheese per capita, there was a dip during the 
Var perl vc. For example, back of 1940, cheese consumption per 
capita per year ran between 5 and 6 pounds. In 1943, 1944. it was 
down to 4.9. Then following the war period it again moved up per 
capita. 

So, again taking a long swn 
conditions during the war, there 
per capita consumption of cheese. 

One little side note on the production figures: Of the total milk 
supply, if vou go back to prewar—lI have taken 1940—about 40 percent 
of the total milk production went. into butter. In 1951 about 25 
percent of total production was made into butter. On the other hand, 


r, and taking note of the peculiar 
as been a rather steady increase in 
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in the case of other uses, mostly fluid milk and cream—other uses out 


side of manufactured products in 1940 the percentage of total lh) 
so used) was about 29 percent, and how up ound 39 or 4 ) pel 
of total. 
The only point that I am Yong to im ike in that « ectiol 
It is usually assumed that the demand for ft (| milK Is relatively 
inelastic, that is, that a material change mb price only shows uy 
responsewlse With a small change in consu bpotie (reneraliv it: has 
been assumed that in the case of butte there ~ lot more elasticity 
In other words, il change in the butter price \ ould ordinat ily result 
ina change in con ua ption That fact. cor pled With the change i 
percentage of utilization of milk, more going fluid, less going butter, 


means that whenever there is a relatively small change in milk pro 
duction or a relatively small change in fluid milk consumption, the 
result will show up probably in butter and possibly cheese and nonfat 
dried, and it will be a violent change. 


In other words, a small change in total production likely to result 
ina more erratic butter, cheese, and evaporated milk market. 

Mr. Anpresen. A drop in the use of milk for butter, which you 
have indicated 1s down to 25 percent of the supply in 1951, how mich 
of that do you think went into cheese / 

Dr. Gaumnirz. There was an increase in the quantity of milk used 

1 cheese, that is true. But there was also an increase in the quantity 


used in—taken over a 10 vear period the shift, I think, 1s partly Into 
cheese, partly, I guess, into evaporated, certainly into dry whole milk, 
and certainly into ice cream, with the remainder fluid—fluid milk 
and cream. 

Mr. ANDRESEN. What figures do you have to show the change 1! 
total production of cheese in the last 10 vears ¢ 

Dr. Gaumnirz. I have a table—and I am not sure this has not beer 
put in in detail, so 1 would like to make copies available—showing 
the cheese production as reported by the United States Department 
of Agriculture by varieties, from 1951 to date. 
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Dr. Gaumnirz. Cheese production, going back to the early 1930's, 
ran about 500 million pounds per year, rounded off. At the present 
time cheese production is running around 1,200 million pounds per 
vear, but the increase was rapid in the early 1940’s. Five hundred 
million pounds in the early 1930's, around the late 1930’s, just before 
the war it got up to around eight or nine hundred million pounds, 
and now is about 1.200 million pounds. 

In connection with the production figures for cheese, I only want 
o make one comment as it has a bearing on the point which is fre- 
quently made. namely, that a particular imported cheese should have 
1O effect on the market Since It Is a very small percentage ot total 

heese production. Normally we would say that probably all cheeses 
to some degree are interchangeable or are competitive, one with the 
ther. That is, one type will be substituted for another. 

There are some 400 named varieties of cheese, or cheeses which are 
described by a publication of the United States Department of Agri- 
culture. Actu: ally the figures which I have submitted, the only data 
vathered by the Department, relate to a few types of cheese. But 
there are a large number of types. Those types tend to ove rlap. 
Phat is. I guess most people would say that brick cheese, for example, 
and Muenster cheese probably could be substituted one for the other. 
My only point is that all the cheeses for the most part, if they were 
ined up, you would find, I think, that one could be substituted for 


he ot her. 
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So that in general my first point is that any importation of any type 
of cheese will affect all cheese, and any importation of any type of 
dairy produce will affect all dairy products. 

The second part of that proposition goes to the interchangeability 
of milk. Certainly it is generally accepted that with the exception or 
» possible exception in fluid, which is not of great importance, in 
this connection, that starting with 100 pounds of milk there can be 
made any one of several varieties of cheese, there can be made butter, 
there can be made evaporated milk, there can be made dry milk and 
<O On, and usually W ithin an area there hiay be out lets in each of those 
products. 

So there is competition for milk, as we say, but the point IT am 
trying to make is. definitely, that the uses are interchangeable. Milk 
is going to go to the outlet which presumably will result in the largest 
return to the producers. Any importation of any product made fron 
dairy products, therefore, will have a direct bearing on utilization 
within the United States. 

In the case of Italian cheese—and I mention Italian cheese because 
it seems to have been one that has received some attention; it was testi- 
fied the other day that for the most part restrictions under 104 have 
been relaxed entirely on certain types of Italian cheese, those made 
from sheep’s milk, specifically. 

It is also usually argued that since the importation of Italian-type 
cheese only amounts to 20 million pounds out of 1,200 million pounds 
of cheese obviously it is negligible. It is also indicated that since 
there are only 20 million pounds imported and the production is 
around 63 million pounds, that therefore likewise it is not very sig 
nificant. 

However, the 63 million pounds of Italian cheese is made up of a 
wide range of varieties within that general category. Mr. Frigo, 
yesterday, mentioned some of those varieties, but not all. Two that 
he mentioned particularly, Mozzarella and Scarmoyze, which are 
soft, as we consider them, soft and somewhat in the nature of un- 
ripened Italian cheese, do not compete with grating cheeses dlirectly. 

The importation for the most part is the grating type of cheese 
with the exception of the Italian-type called Provolone which may be 
either grating or used fresh, that is, for table consumption. My point 
is that about half of the Italian cheese made in the United States is of 
the soft type. The Department of Aoriculture has some unofficial 
ficures on this point which I believe could be made available to the 
committee. 

The figures have not vel heen released, but they were compiled by 
the Department in attempting to arrive at an answer on a quota for 
Italian cheese. As I sav, in general it was apparent that about half 
of that cheese is of the soft character. 

Mr. Anpresen. The committee will attempt to get those figures that 
you have mentioned, 
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Dr. Gacmnrrz. I would like to turn now to the overall] Import and 
‘ Xport miattel 

Mi \npresen. Let me ask you first about the sensit VIty of the 
market price on cheese. I know that in the case of butter I have often 
seen during my period of service in Congress that the import of 1 
carload of butter nto the eastern market would probably reflect a price 
drop of 1 or 2 cents a pound on butter. Is the cheese market as sensi 
eto Imports as butter ¢ 
Dr. Gaumnirz. | think it is probably fully as sensitive as butter. 
lam falling back in the first Instance and trying to answer this ques 
tion, again. on what IL stated about elasticity. It is probable that 
demand for cheese is less elastic than is the demand for butter. There 


t1\ 


fore, a Variation in quantity might have more effect in cheese, taking 
it only from the demand side. 

\s far as the effect of a particular car, again mn the case of cheese. 
I think we have to narrow it down. A car of blue cheese at a low price 
would probably have a lot greater effect than a car of Cheddar cheese. 
In the first place the quantity of blue cheese manufactured in the 
United States even last year was estimated at 11 million pounds. 

The amount of cheddar is, for example, STO million pounds, Just 
usa matter of percentage, it would be a very small part of the total 
market, the one market being quite narrow relatively. So that it 
could have an effect, particularly if it were only in one area. 

The normal place for import in the case of blue, for example—in 
fact, most of the cheeses except Cheddar—would be the New York 
area, the east coast area. 

Mr. Anerneruy. There is an unlikelihood of that particular type 
of cheese being dumped on us suddenly, is there not / 

Dr. Gaumnitz. That is true. 

Mr. Anpresen. We had some evidence to the effect that a certain 
type of Italian cheese is being offered at 40 cents a pound in the New 
York market, whereas the domestic quotation is around 57 cents. 
Would that have any impact on the market ¢ 

Dr. Gaumnirz. Yes. sir. That would have a tremendous one. of 
course There has been an oddity in the prices of some of the 1h 


ported products. Certainly Tam not in the sales end, so Tam relying 


ol nformation from miy members Without YONG back to thei fig 
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ures, I can not substantiate them entirely. Here would be my general 
view. At times within the last few years some ¢ heese has been otlered 
at prices so much below the market that they look ridiculous. It is 
hard to explain whi that would be the case. I think one partial eX 
planation rests in the fact that prices in a number of exporting coun 
tries In terms of dollars, are materially lower than our prices, even 
considering tariff, and at the same time, either by restrictions in tne 
United States or restrictions in the exporting countries, only a limited 
amount of the cheese can be shipped into the United States. 

The result is that you have a situation where a price Is low in an 
exporting country and can be very high in the Importing country, but 
there is not free movement. So there isa difference and the difference 
may be very material, Presumably if “pe apes were acquainted 
vith the market he would attempt to sell at least closer to the market. 

But if he did not know, preeenas ly he ery drop Way below. In 
some cases, I believe in the tariff hearing—I do not know whether I 
can get the citation quickly—in the tariff! hearing on blue cheese it 
seemed pretty clear that that is what hap ype ned with certain Danish 
blue in 1950 and part of 1951. T ean check that for certain. 
Mr. ANDRESEN. As | recollect if | have 
May “see before section 104 was passed, 
blue cheese at 43 cents a pound, which was 10 or 12 cents a pound un 
der the domestic cost of production. That is one thing that led to the 
introduction of section 104. 

Dr. Gaumnirz. As I say, it is a peculiar thing and a little hard to 
exp ylain although there is no iaikicn but that t: aking prices as far as 
we can get them today, there are prices in exporting countries ma- 
terially lower than prices in the United States. Cheese would move 
in the absence of any type of restriction. 

Without going to the restriction as such, I think you mentioned the 
other day in connection with butter, a profit of something over 
$100,000 on certain transactions. I think that same thine can be true 
In any Case, practically, under present conditions. ‘There is no free 
movement, 

I will come back to this same point a little later. Dut is is there and 
I think it will remain there. Right in that direction, without bearing 
directly, some of the exporting countries—I would almost say a good 
many of them—have either arbitrary pricing for export purposes, or 
have control of volumes, governmentwise, or semi-government wise. 

Mr. Anpresen. Is that not the case with Argentina where they can 
regulate their exchange for different commodities, which they are 
doing now in cheese? Do you know anything about that situation ? 

Dr. GAUMNITZ. Yes, I think the evidence was introduced the other 
day by a witness of an arbitrary change of around something over 10 
percent in the exchange rate. Normally an arbitrary shift of that 
kind would correct itself if there were free movement. But there is 
no free movement. So it does not correct itself. 

ee the present deal I just do not see how there is any likelihood 
of it being corrected unless a whole number of restrictions are taken 
off. It is a very odd situation. In the case of Denmark—and on this 
I vo back to the tariff hearing—a witness testified that as a matter of 
fact the prices established for the exportation of blue cheese to the 
United States were arbitrarily set byv—in fact, they came down to 
almost one man, and had no relationship to the prices at which cheese 


it in my office—along in 
a certain firm was offering 
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was being exported to othe countries or to prices at which cheese was 
made available within the country. 
Chere were different prices. 


Mr. Anpresen. That was a pol cy of the government itself in the 


exporting country ¢ 

Dr. Gaumnitrz.* That is right. 

M \npresen. Do you know of any countries in the world out 
side of possibly Canada, and the United States, where the govern- 


does not take some part in the export business 4 


Dr. GQaumnitrz. Offhand, no. 

Mr. ANpresen. Either as salesmen or as manipulating the exchange, 
raising it or lowering it. 
Dr. Gaumnirz. I de 

f board. 

Mr. Anpresen. If you have some additional material we can put it 

the record. 

Dr. Gaumnirz. I want to put in imports by varieties. Mr. Fromer 
nuit in such a table vesterday. I will submit another one. Until I see 
he record I am not sure that the figures are the same. They came 


hot Know of any. It is a case practically across 





from the same source. They should be identical. 

Mr. ANDRESEN. We do not want too much duplication. The staff 
of the committee will examine it to see that it 1s correct. 

Dr. GAUMNIT? I would like to touch a little bit on tariff history. 
Again the rates I believe have already been placed n the record— 
I port duties. , 

Mr. Anpresen. Before vou go into that detail, let me ask vou this: 
In view of vour statement that there is vovernmental interference 
from nearly every country n the world, both on exchange and devalna 


on of currencies. and considering the reduction in duties in the 
lL nited States, do vou tl ink tariffs meal anvthine any more ¢ 
Ty (xATMNITZ No. sir: they are meaningless. \bsolutely mean 
| 


Mr. Anprrsen. I wanted to get that inv You may proceed. 


Dr. Gaumnirz. I will come back to that in a minute, I think. ] 
nix it hould be reealled that tariff rates on cheese and other dairy 
products are very similar—but I will stay mainly with cheese—and 


ive bee reduced mn terms of cents by ‘about a percent since the 
Tariff Act of 1930, under various trade agreements. 

In other words. in 1930. under that act. all cheese carried an im 
port rate of 7 cents per pound, but not less than 35 percent ad valorem. 
At the present time the rates vary from 3 to 5 cents per pound and not 
less than 15 to 25 percent ad valorem. The only two poimts that [ want 
to make are, one, that the rates have wone down: two, that they have 
vone down at different rates. 

Crome back to the iInterchangeab lity deal, on the face of it both 
sets of rates could not have been correct. If the relationship bet ween 
types Was correct under the 1930 act, certainly they are not correct 
under the latest trade agreements, or to the contrary. they both can 
not be maht. 

On the face of it there should be a review. The other point however 
s this: The rates have vone down. For the most part the reductions 
never became effective. In other words, you remember that the Trade 
(\greements Act was passed in 1933, I believe—— 

Mr. ANDRESEN. 1934. 
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Dr. GAUMNITZ. Practically, the changes that were made in Import 
rates under the Trade Agreements Act came along for the most part in 
1937 to 1940, and then two very large series of changes in the 1940's. 
Directly after the rates of 1937 and 1939 were made effective, the war 
intervened. ‘There was no cheese movement. Some people immed 
ately said “Obvy lously this reduction has not been ereat enough to a 
complish the purpose, therefore it should have been creater,’ fo! 
getting entirely, or deliberately overlooking, the fact that under a 
war condition there Was ho shipping space, even it some people had 
wanted to ship cheese here. 

As a matter of fact, 1f I remember rightly, during the early part 
of the war no shipping space was allowed for cheese ‘There was some 
from Argentina and that is about all. Then, of course, under the war 
period again there were various types of restrictions. The record 
already shows, I believe, that in the case of butter, for example, no 
importation was allowed from 1941 up until about 2 years ago, and 
then just for a few days, under various War Powers Acts. 

The only point is that we have never been able to see the effects 
of these tariff reductions although everybody Is pretty sure that 
even if other conditions were the same, now we would begin to fee 
them, but we would not have felt them during the war period, 
naturally. 

The other point that I want to make on the tariff deal woes to the 
matter of whether rates can mean anything under present condition 
As I already indicated, my very firm conclusion is that under present 
conditions of international trade tariff rates, unless they were some 
thing in the order of 100 percent, would be of absolutely no effect. 

In other words, within any reasonable range they would be not 
effective because all international trade on dairy products practi ally 
Is on an arbitrary basis. If prices can be rased arbitrarily in one 
area, In one exporting country, today, they certainly can be lowered 
tomorrow. 

There is nothing to stop it. The rates are simply noneffective 
these conditions. Mat \ people say quotas are a very poor torm of 
restriction. Of course I would guess they would sav any restricti¢ 
is bad, but quotas are particularly bad. Lam only pointing out that 
in the case of duties, under present conditions they are just ineffective 
You might just as well strike them out completely. 

Mr. ANDRESEN. What is the answer, then / 

Dr. (FAUMNITZ. | thu k you cal only vo to some type ot quota 
rangement. Therefore. we have been in favor of the pr neiple of 
quotas as outlined in section 104. I want to make some comments o 
that later. We are just driven away from any relief by tariff rates 
under today’s conditions. 

Mr. AnpDRESEN. I think the best illustration that we have of the 
effectiveness of the quota system is with wheat where only 800,000 
bushels of wheat are permitted to enter the United States, in spite of 
the reduced duty on wheat, and those 800,000 bushels are not even a 
drop in the bucket. But if they were to remove that quota on wheat, 
probably most of the Canadian wheat would come down into the 
United States as long as we have a support program. 

Dr. Gaumnirz. That is an excellent illustration of the problem. 
While I am on this matter. I would like to go back a minute on the 
Import export deal and pick up some points that were made by, ] 
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believe, both Mr. Reed and Mr. Holman. If I remember their ma 
terial correetly—and my own figures are very much the same—it 
vas pointed out that the volume of international trade in the case of 
butter is somewhere in the neighborhood of 1 billion pounds per year, 
n cheese well over S00 milion, I believe, and with very large quan- 
tities in the ease of dried milk and canned milks. Again the only 
point that I want to make ts that there 1s a tremendous volume of 
dairy products moving in international trade. 

It would require no stretch of the imagination to believe that with 
h open entry into the United States, and under present world con- 
ditions, we would get tremendous quantities of butter and cheese al- 
most certal ly, fo say nothine about dry milk. 

Mr. AnpresEN. You say they are big in poundage, in dairy prod- 
wts in the United States at the present time / 

Dr. Gauwnrrz. Of butter alone. Cheese is almost of that 
magnitude. 

Mr. Anpresen. If we would then permit unlimited imports of but- 
ter, do you not th nk we would probaly still have the support pro- 
eran) Do you not think that most of that butter would still come 
nto the United States / 

Dr. Gaumnirz. I think a very large part of it would come in. 
I do not know how to make a good estimate, but in trying to think 
of how much it could amount to in the next 12 months or 2 years, 
in the case of cheese we figured that we would probably get a mini- 


/ 


mum of 150 to 200 million pounds, and in the case of butter we could 
easily get more than that. 

Mr. ANpRESEN. With the price of butter selling in New Zealand. 
for the best 93-score butter, selling at 39 cents a pound and butter 
in Denmark at around 42 cents a pound, and the support price of 
6734 cents a pound, L give those foreign producers eredit for wanting 
to send all their butter to the United States if they can make 20 to 
25) ts more on their butter. 

Dr. GAUMNITZ. I think they could switch to other fats rather easily 
f dollarwise it were advantageous. 

Mr. AnNpRESEN. What would be the situation with cheese, which is 
ilso under the support program ¢ 

Dr. GAumnirz. The same result. The Government would own a 
lot more cheese. Ido not know what it would do with it. 

Mr. ANprRESEN. What would be the end result with American 
producers ? 

Dr. Gacumnirz. The price is down. I think the manufacturing end 
of the dairy business would be wiped out except as an adjunct to 
he fluid-milk markets and with a little question of whether the same 
tel dency would not happen in fluid. TI am stating the latter on the 
basis of possible reconstitution. 

Mr. Anpresen. That would wipe out the manufacturing end of 
the dairy business? 

Dr. Gaumnirz. Yes, sir. 

Mr. Anpresen. Which would also in turn have the effect on the 
total supply of milk available for the country either as fluid milk or 
in some other form. 

Dr. Gaumnttrz. Yes, sir. 

Mr. Anpresen. That surely would reduce the per-capita supply of 
milk for fluid-milk consumption. 
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Dr. Gaumnirz. Yes, sir. One very serious thing, and Mr. Reed 
again touched on this, one very serious thing which faces the Con 
gress is what is to be the —e time agricultural policy of the United 
states. Does It propose to Wipe out manufactured dairy products ¢ 
If so, I think the way to do it is pretty ea Sy. It is a little cdithecult to 
square that with the Defense Production Act, for example... 

It is a little hard to square it with the general programs under soil 


conservation and some other things. However. we do seem to be 
pulling in two different directions, at least to some extent. It is a 


very serious question as far as manufacturing is concerned, 

Mr. ANpDRESEN. Mr. Abernethy ¢ 

Mr. ABERNETHY. What percentage, if you know, of American dairy 
products are exported ? 

Dr. Gaumnitz. What percentage are exported / 

Mr. Anerneruy. Approximately. 

Dr. Gaumnitz. Normally—I would like to make my answer in two 
avs—I would say less than a fraction of 1 percent. To all intent 
aa purposes I do not think anybody in the manufacturing end of th 
dairy business has any hope of a commercial e xport of dairy pro lucts 
under any normal condition, except a little bit in evaporated milk 

and some in dried. 

Mr. ABERNETHY. Can you tell me whi ¢ I am not taking issue. I 
am just seeking information. 

Dr. Gaumnirtz. Principally because we can be undersold by com 
es countries. The main exporting countries are Australia, New 

ealand, Denmark, Netherlands, Canada, Italy, Argentina. 

Mr. AperNneriuy. That 1 percent or less that we do export is ex 
ported in what form / 

Dr. Gaumnitrz. For the most part mn dried o1 evaporated milk 

Mr. ABERNETHY. ‘To whom does it go? 

Dr. Gaumnirz. Central South American countries principally, 
with some to the Philippines. Quite a little of evaporated milk to the 
Philippines. 

Mr. Anpresen. The exports that we do have of dairy products go 
largely into the Western Hemisphere / 

Dr. Gaumnirz. Yes, sir. 

Mr. Anpresen. Except during the ECA program, when Ameri 
can taxpayers paid for a tremendous amount of different types of 
dairy products. 

Dr. Gaumnitz. Exactly. 

Mr. Anpresen. I recollect we sold, in 1951 and 1952—that is, the 
Government did—around 60 million pounds of Cheddar cheese to 
England at 15 cents a pound, and then I understand they turned 
around and sold it for 45 cents a pound. I give the British credit fon 
being good merchants. 

Dr. GauMNiIrz. I should have olven the other part ot my answel 
During the war period, and the same thing was true in part during 
World War I, there were material exports of dairy products, prin 
cipally—manufactured products in all cases—principally cheese, 
dried, evaporated, But those were noncommercial. 

Mr. Anernetuy. During those days that we were exporting some 
of our dairy products through the help of the ECA program, what 
percentage of our products then moved out in the nature of exports ? 
Was it an appreciable amount ? 
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Dy. Gaumnirz. Marketwise it was appreciable; yes. In terms of 


total milk production in the United States, very small. I would like 


eck WIth one member back here and give you an exact figure. 
Mr. Apernetruy. I am just asking for information. 


Dr. Gaumnirz. It is the record. 
Mir. ANpRESEN. I recollect that during the war days, when Russia 
is one of our allie s, There Was a irvo oft oleomargal he going over 


Russia under mutual a ad, lend lease, or whatever they called the 


progra it that thine The cargo Was being loaded and one of our 
( er a es told the Russian representative “You don't have to take 
it ina butter ar d vou will get it.” \nd they replaced 
e oleomargarine with 93 score butter, or 92 score butter, and sent 
) en tf the oleomarg ie 
1) e the ECA program the Government purchased. under tl 
! rol ~ 242 million pow 3 of butter. which is about 130 
on po nore than they have on hand now; 142 million pounds 
butter were f rned back nto domestic trade, and there were no 
( t: 19 million pounds went to school lunches; 514 million 
were sold to the Italian Government for 5 cents a pound ; and 
if teTt it balar e of around 37 million pounds. 
Q)t that 41 on pounds, the following countries were made a oft 
i + million pounds: Israel had around 19 million pounds; 
Yugoslavia 11 million pounds: Germany 514 million pounds; Italy 1 
und a quarter: France a half million pounds: and the balance 
listributed as a oft to different countries. On Cheddar cheese. the 
(a ern tp hased 135 million pounds iw der the support program, 
on pounds was turned back to the domestic trade, or 24 per 


e U.N. Children’s Fund received 13 million pounds; and the 


ed Kingdom bought 55 million pounds under the 15 cents a pound 


wWalnMst a purchase price here of around 350 cents a pound ; 
"A d Greece got 4 million pounds and then 29 million pounds 
ven to foreien countries asa ott Israel got 41. million pounds, 


ermanv 314, France about 300.000 pounds. Greece 100.000 pounds, 


ad soo} That is what happened under ECA. 
{ i pretty good picture of some of the countries that we gave 


Dror tsto. which are now turning around and selling their own 
yrroducts to us Pardon me for that interruption. 

Dr. (sauwnirz I think at th point [ would lke to introduee a 
ert pre pared DY Dr. (,ordol W. Sprague, of the Western (‘on- 
wf 50... 4» bear Y Ol this question of trade, not aia, 

( af eto hat ma le i part of the record. 


hat will be made a part of the record. 


| vin e-1Hiie tTioned: qocument s is follows:) 


APPLETON, Wis... Warch 12, 1953 


MAR SI We hear that new milk plants are being built in New Zealand and 
} 


ustralia The same is probably true in the Netherlands and Denmark It will 


true in Argentina when milk production is restored 
These new plants are designed to take over the foreign markets which the 
I d States has n da ry products They are also designed to utilize to the 
‘ i growing market for manufactured dairy products in the United States 
The attached short statement shows the principal reason why these plants 
e being built We have no effective tariff, and the curreney devaluation pro 
edures of other countries amount to the equivalent of export subsides for manu 

n those nt 

It does not seem reasonable that these imports should be permitted while the 


{ Agi ture is purchasing d rv produets on a support price basis 
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No small part of the cost of Government support pt 








l uses ¢ rh ote 
directly to the import and quota policy of the pre ) dministration 
Flexible quotas based on parity make sense and offend no one who is rease 
ible Such quotas should be applied to each and ever inufactured dairy prod 
wt Equivalent parities are easily calculated for adi trative purpose 
sincerely vours 
( » \\ ~ 
Pia Nov A 
By Gord W. Spr ‘ 
VLA é hoee 
Persons who wish to remove international trade ba ers in the form of tariff 
und quotas but avoid consideration of pegged currencie " ee ng 
most Important part of the problen The pegging of currency exchangt 
aione may imhibit r redirect the flow of goods in lite ith il trade J 
effectively and just as arbitrarily as a tariff or quot 
The United States wit] ts tariffs and quota r-t fre vile 
most countries in the world today We o have free rrel exchang 
we do not by our action n othe ! tel prohib este b ore ners 
The importation of butter into the United States 1 hot bee ecked by an 
effective tariff since the United Kingdom devalued the pow n 140 Phe 
economic effect of that devaluation was to practically force butter i U 
nto the United States regardless of the surp ipply i j ount Qu . 
were used to check the imports of some manufacture product For othe 
products milk producers and manufacture have been faced w g 
domesti« prices 
The gap created between a support price administered by one governmet 
ind a pegged exchange rate administered by nether governinel present 
problem in foreign trade which does not have an economic solution, but can be 
solved by the use of flexible quotas 
Quotas must be set for each manufactured dairy prod t such quotas re ited 
to parity are flexible and do not impose unreass ble estrictions on foreig 
suppliers of our market or on consumers in the United State 
The exponents of i “trade not aid” program have hit por itchy but ins 
nstaunces a very dangerous idea The blanket re { ffs and qu 
will vield highly different results for different prod ! different busine 
Letivitic Some of these results will be undesirable 
The “trade not aiders” rely on free-trade principle defend the pr 
Remove restrictions on the flow of goods, they sa iP the econom 
olMparative advantage will raise living ndards through t the vorld 
Che economic concept of free trade covers much more than tariffs and q 
includes, in additior ee monetary exchange, free tel ! ‘ f 
capital, and free international movement of labor The pegging of « el 
exchange rates alone, for instance, may inhibit or redirect How of goods just 
is perniciously, just as effectively, and just as arbiti vas a tariff a quota 
\ “trade not aid” program must be approached ith vreat care There r 
very few nations in the world today which permit free currency exchannge 
In all others the rates are fixed by arbitrary government action and for various 
purposes Furthermore, most countries | t the hnvestinel of capital b 
restricting the flow f income from investynent as ‘ as by res cting 
ormal functions of management 
Free trade involving only removal of. tariff juotas frre e 
nd will not provide a reliable guide to the most efficient producers of good 
Under conditions existing now in international trade, comparative advantage 
is an economic law 1s hopelessly strangulate I) United States even wit 
its tariffs and quotas is nearer to free trade than most other countries Fre 





urrency exchange anda favorable climate for investment exi 
The history of butter prices in foreign trade during the past 4 vears points 
out the importance of currency exchange rates } 


following examples only because they are easily available in published form fé 











several countries and years The principle whiel s demonstrated, however 


applies to prices of all products traded internationally 


rhe econon wo of comparative advantage is briefly statec n DY. 7 
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United Kingdom (Great Britain) makes quantitative contracts to pur 

Hutter heen¢ and other dairy products from several countries The 

Kinga: this case operates as a government monopolist, not as a free 

hat I For butter, the contract prices in effect at the close of 1952, con 
{ ed ss s currency equivalents, were as Tollows 

Cr pu 








Z. c 
e these ( for b ri I cost at a United States po tT entry 
eof 7 cents p pound for the first 601 lion pounds and 14 cents pe 
i mv qu val e 60 pounds per year is added. About 5 cents 
lmere 1 " d f costs Che total is about 17 cents per pound 
fm de butter a United States port from Australia would there 
be about of cents a pound e. 2. 39.25 cent | is 17 cents 
y ef grade A butter at a imufuctu g plant in the United 
( 152 Was 67.75 ce pound Phere was a margin of 
Ss per poul or higher fav ng of butter (e. g., 67.75 cents 
6 cents I s shows wl fore t to send their butter to the 
tute It also shows why lI importers and brokers want to 
foreign butte But it does not show that the public welfare 
| tt States or foreign ¢ tries, is identical wi the prosperity 
i | l S é fit 1 s fi ipo! I ( ( e Vel 
y] ( on ¢ ve rates ‘ v of this In August 
he ] ‘ } ‘ LUST i Was quoted equivalent to 11.9 United State 
} ( In December 14! Was quoted equivalent to 51.4 United States 
1 he fference 13.5 cents largely offsets the United States 
riff rhis inge in price was the result of arbitrarily changing the 
ve rate between Australian px s and United States dollars. The basi 
evi p Ind was made the United Kingd in mid-1949. Most 
! Tie nt owed the United Kingdom in this move Australia joined 
Britis] ey tion ove 1 is an exporter of butter. Wholesale prices 
xchange ite information is eas available for Australia Che example 
ng, although applicable to other butter exporting countries, is worked out 
StI 
1] Cs f butter in Australia, New Zealand, Denmark, and the 
/ ited Ntates 
S \ h 
Au D ns " ane 
14.4 62.0 t ; 
it 69 
). 42 ( 
the close of 1948 the Australian pound was quoted at 3.20 United States 
Phat means that it took S. dollars to buy one Australian pound 


in Australia was quoted at a price equal to 44.9 I Ss. cents An Austra 
und was worth 320 cents Consequently 1 pound <A 


2 ustralian currency 
ised 7.12 pounds of Australian butter. 


eptember of 1949 the Australian pound was devalued to $2.23. That 
that 23 United States dollars at the close of 1949 would purchase 1 
alian pound and consequently pay for about as much Australian butter as 
before devaluation This is sometimes a little confusing. One has to 


ber that with foreign exchange one does not use United States dollars to 
istralian butte One buys Australian pounds to pay for Australian butter 








seats « 
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The exchange rate may change the relationship betweer United States de s 
ind Australian pounds without changing the relationship between Australian 
pounds and Australian butter 
ne Australian pound ld purchase 7.12 pour f el st before the 
149 devaluation of the pound It »p sed about thes qual of | er 
7.12 pounds ifter devaluation But in one in e 3.20 ars. Unites 
States urchased nt \ustralian pou In the | stance 2.> O \ 
[ ted tes, purchased a Australia pound Uh nve ol if urrene . 
into butter shown as f ows 
Before le ition 
1) ne Australia ound equals 3.20 1 ed Sta d S eq 7.12 pounds 
i ‘ $4.5) | ed States ! per poun 
Ul ni ediately Trer ce Linatior 
(ne Australian 1 l equals 2.23 United States dolla s equals 7.12 pe ads 
e! > ( ‘ ( Phe quotation wa t 
a) ‘ ‘il ~ 1 t I it? r\ excl in} t ito}? b W fii lie e. it I the 
ist oul Wis re ceed ft 1) United State d = te P23 Unite 
States do uutomatically reduced e price of butte for shipime to thre 
United States from 44.9 ents to 31 cents, or 13.5 cents per pound of butter 
I) ition wiped out 13.5 cents of the 14-cent United States tariff in effect 
} r to deva ition Chis change of 13.5 cents per pour created a price 
elationship vorable mportationr f butter 
rh ( a rm han merely KE he eXisting iviff ineff \ I 
\ rks a su v for 60 n ‘ pounds of butter which under t 
eciprocal trade agreement paid tariff of on 7 cents pound 
After devaluatic Australia, New Zealand, and Denmark still had quantity 
cts To lt with tt United King m Wl nol be ful er ‘ 
quent here was no ih bu free t diversion t he United States. I 
| l were held ! heck by infles ble quot 
But the important part f this lesson is that the 1l4-cent butter tarif \ 
MMT ¢ i ( el to fore I rade in butte b eurrele (ie il 
| t 0 effective tari preve ing the im] ation of butter in 195 
Ihe eSSO!1 sho clearly tl t lk il vement rr trade whicl doe ( 
provide protection fro irbitrary devaluation can be disastrous Perso vl 
vish to remove trade barriers bu 0 iscus n of curreney hang r 
hee ge thie ost important part of the problen Pariff rates as deterrel! 
o movement of goods internationally disappear under the pressure of arbitrarily 
( ntrolled ¢ ( hyve rates Incidenta \ changes it price accomp ished by this 
eans may effectively prevent the operation of the economic princi] of « 
parative advantage and result in generally higher standards of living This 


ree trade 


The problem does n 


rade in which money e 


The Australian butte 


per pound In 1950 it 
Currency In 1951 it v 
1 pound 

ut the United Sta 
to 62 cents a poun 


66 cents in 1951 and 67 


Mhe Australian price 


or an increase of 7.6 
the United States ke 

The Congress has be 
would protect domest 
ernments 

It is impossible to a 
quotas. If they were 
imports to the United 


ot relate to butter alone. It applies to all internationa 
xchange is used as a medium of settlement 
r price quotation did not stay $1.4 United States cents 


7 cents in United States 





Was quoted at an average of 


vas 35 cents In 1952 it rose to 36.3 and later to 39 cents 


es support price for grade A butter, which varied from 


n 1949, was raised under the influence of inflation to 


To for 52, an increase of S.75 cents per pound of butte 
nerense from 321.4 in 1949 to 3Y eents in 1952 provided 
cents per pound of butter, howeve1 


pt ahead of the rising Australian butter prices 
} 


Support prices 


en asked to provide flexible quotas based on parity which 


¢ producers from such aribtrary actions by foreign gov- 


rgue for equity or justice in the proposal for removal of 
removed, the effect would be (a) a large increase in 
States where milk and its products are now in surplus 


(b) much larger purchases of United States produced butter, cheese, and milk 


powder by) the Comm 


declines in prices for manufactured dairy products no 


as the supply of these 
ness in markets for 
diverted to those prod 


dity Credit Corporation under price support; (¢) sharp 
t receiving price supports 
products is increased by imports Already there is weuk 
manufactured dairy products Foreign milk has been 
ucts for which we have no import quotas, and milk pro 


ducers in the United States as well as manufacturers of unsupported products 


Without quota protecti 


on are faced with lower prices. (d) A furthet decline in 
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Lnited States, particularly where dairy products 
0 ‘ ort I roduced, and (@) a sharp nerease in food 
t orgie the world other thar n the United States of 
it f hi i cit a ogram must not be a blanket, but must 
a prod Such a prograli ius t mited in the 
es tions h presently exist It must be carefully 
( I pole objectives 


nrestricted importation of dairy prod 





( rh ren n the field of international as well 

‘ ‘ Sn no wetiol ould not o1 disrupt the flow of dairy 

duct frre t ‘ nut u either increase the cost of living to those 
pend mported dairy products, or would exclude 

eir diets altogethe 
i i\} AD 

Ne of Comy itive advantage explains why areas as well 
‘ e te to specialize Costs are at the heart of the principle. Bananas 

bv roduced Montana, but it is much less costly to produce them in thie 
) ni ( Montan W he is produced in Montana. Trade moves 
\l nd wheat to the tropics to the advantage of producers in 

re ve s the traders 

e St te, and physical location of lowa make its farmers specialists in 

Phe prese e of the corn makes way for comparative advantage in pro 

( l ov a ‘ 

I} ‘ nd location of Wisconsin make the farmers of this State 

‘ LISTS 11 (i ng milk 

i¢ I vis ocated withi t tend to specialize gainfully by doing what 

do bes [It is to their advantage to specialize, and in so doing they 
, thie re tes output per i il 

If the principle of comparative advantage Is permitted to work out, the 

reutest q tity of goods w hve roduced at the lowest cost, and standards 

f living will t But there are many things which prevent this. Among others 

fixe re exchange rates, immigration quotas, and laws which hinde) 

I I \ I Vesti t 1 { ip) { I t I I 1ii\ 

People, natural resource Capit ul ‘ hate all combine under free trade 
duce the highe tandard of ing. Within the United States this prin 
has id considerable opportunit to develop Internationally little de 

opment ! S take place because Of restrictions oh the movement of people 
| il yg 11 ll resources 


Dr. GaumNirz. I would also like to comment or draw your atten- 
to 2 or 3 things. In approaching this question of interna 
onal trade there has been put forth a very catchy phrase, “Trade not 
Hid.” which sounds good. I have been searching for a statement which 
id cove some of thre things Which ] beheve should be considered 
examining that eatehy slogan. Dr. Sprague has written some- 


wy here W ( comes the closest to it, and that is whv I want to 
hntroduce it. 

[ would lke to poimt out 2 or 3 things in that statement. On 
his second page Dr. Sprague notes, and I quote: The trade not aiders 
rely on free trade pl Inciples to defend their program. Remove re- 
strictions on the flow of goods, they say, and the economic law of com 
parative advantage will raise living standards throughout the world.” 

That is the end of the quote. On the last page, in the middle of the 

page Vou W il] note a heading “*( ‘omparative Advantage.” Ishould like 
to read certain parts of it. Note the first paragraph : 
Phe econo principle of Comparative advantage explains why areas as well 
people tend to specialize Costs are at the heart of the principle. Bananas 
an be produced in Montana, but it is much less costly to produce them in the 
opics and ship them to Montana 
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Wheat is produced in Montana. Trade moves bananas to Montana and whe 
to the tropics to the advantage of producers in both areas as well as th ders 

If the principle of comparative advantage is permitted to work out, the greatest 

Now I will refer to the last two paragraphs: 
quantity of goods will be produced at the lowest cost s dard f y 
will rise But there are many things which preven | Among her 
fixed currency exchange rates, immigration quotas ind laws which hinder 
flow of investment capital internationally 

People, natural resources, capital, and climate all combine under free ) 
produce the highest standard of livin Within the United States this principle 
has had considerable opportunity to develop Internationally tle ‘ ) 
ment has taken place because of restrictions on the movement of peop ind 


capital to take advantage of natural resources 


That states about as well as I have seen it stated, what needs to be 


explored in connection with this so-called slogan of “trade not aid.” 
Most economists, I think, will agree that generally speaking standards 
of living will be increased when there is free trade, but when they 
sav that they mean free trade across the board. 

That free trade involves a free movement of labor, of capital, no 
oe controls, and free movement of goods. All of those things 

L part of the theory of free trade. The free traders, it seems to 
me, are deliberate ‘ly misleading. I think the committee, if it considers 
this thing further, should ask some of those people to explain their 
theory in great detail. 

Mr. GoupeN. Mr. Chairman ? 

Mr. AnprEsEN. Mr. Golden. 

Mr. Goupen. I would like to ask the doctor: When the argument 1s 
made by these free trade exponents that standards of living will be 
raised around the world, what do you think will h: ippen to the stand 
ards of living of the American peop le if we adopt that theory / ; 

Dr. Gaumnirz. In the first instance the tendency will be for it to 
vo down. Over the long period of time the theory is that it will go up, 
but this is open to serious question, 

Mr. Anpresen. I might inject into your very valuable discussion 
that whoever invented the slogan of “trade not aid.” proceeded on the 
assumption of aid from this country to foreign countries was a perma 
nent proposition. I do not think that there was any Member of Cor 
eress who ever conte mplated that we would have permanent aid to all 
these countries who want our American dollars. 

At least I did not. So whoever invented the slogan is going on the 
theory that we have to have permanent aid. I recollect some years ago 
I was in a foreign country and talked with one of the soci: alist officers 
of the country. He told me “After all, our country is really the father 
of the United States.” He said “When the father gets old, it is really 
up to the son to take care of him.” There are a good many people who 
feel that way about it. 

You may proceed. 

Dr. Gaumnirz. I would like to turn now to some alternative laws 
which keep popping into this question of imports. Again I think 
both Mr. Reed and Mr. Holman have touched on this. so I will not 
spend very much time on it. 

Under section 101, of title I of the Defense Production Act, thi 
President presumably has broad powers of import control. That sec- 
tion empowers him to allocate materials and facilities under such 
conditions to the extent that he deems necessary or appropriate to 








al defense. Under a similar provision during 
President exe sed the powel to control imports 
\ To unc ta 1 it t was under that similar section of the War 
Powe} Act that mports of da ry products were limited by license 
luring World War Il, and until July 31, 1951. 
Whi that la ' lue to expire the Secretary of Agriculture 
ite Ont r the Miportat of rice and Alax to section 101, 
Lowe ort ¢ | sicion putter were not set up under section 101, 
{ S uppare v1 ntention of the Department to throw out 
{ on butter impo 
I am making is presumably there is power under 
( Powe «| eto ur’) There eems to be ho 
wood her 0 certamty that such power would be exercised! 
the <e of dairy products under present conditions. Likewise, 
sional por org s made that section 22 contain unple power 
| nse : | I 
I think. li e reading of that act. that that would be the ease. 
a Phere sole power, It Is cle ir. however, that the procedure set forth 


likely to be lengthy, and that finally it is again a matter of pure 


ret 1 o whether anv relief viven. Again vou must conclude 
it the powe) There W hethe t will be exercised, nobody knows. 
It nteresting to note, and T ll come back to this a little later, 
il nder a recent amendment it was provided that ho trade agree 
t or other international aereement heretofore or hereafter entered 
to by tl | ted States shall be applied in a manner inconsistent 
lt rer ¢ ts of this seetiol Chat presumably isndded for 
purpose of offsetting certain things wl ippear in the Generel 
\greem Pariffs and Trad i 


| the case of 104. the argument has been advanced that it is con 
trary to some of the provisions of the General Acreement on Tariffs 
nd Trade. Without voll vr into deta I. it has always seemed to me 

it very clearly, in view of the declaration of emergency which is 
contained ection 104, that it was within the General Agreement 
on Tariffs and Trade. 

I am also of the opinio 1 that in view of the fact that the Government 
now has in stock material quantities of butter, cheese, and nonfat dry 
milk solids. tha 
Tariffs and Trade, action could be taken. My only point is that there 
ire possibilities, but it does appear that the acts are subject to rather 
wide interpretation. 

Mr. Anpresen. Even under section 104, the authority conferred in 
here is also discret lonary. 

Dr. Gaumnirtz. Yes, sir. 

Mr. Anpresen. The Secretary could find that imports would not 
njure domestic production, or interfere with normal storing or mar- 
keting of a product, or cost the Government any money. He could 
have found that and he did find it in certain cases, and that is where I 
claim that the law has not been properly administered. I think you 
would agree with that statement. 

Dr. Gaumnirz. Yes, sir. We have so argued. In connection with 
this whole question of either the extension of 104 or the retention of 
that general principle, Mr. Reed yesterday made a suggestion which I 
would hope might receive consideration by the committee. 


| 
1 


+ 
iT 


nde another provision of the General \oreement on 








| 
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It is an alternative method of accomplishing the general purposes of 
what is now accomplished under section 104. He covered it very nicely 
vesterday and I don’t want to do other than to indicate that we have 
coope rated in working out that suggestion. The last thing I would 
like to touch on very briefly is the question of price support. By and 
large we have had price supports in dairy products, I believe, since 
somewhere in the 1930’s. Not quite formally, but there were = hases 
during the 1930's for the purpose ot sup porting prices ot dairy 
products. 

During the war period you will remember that in addition to making 
an offer to purchase certain of the products at prices which were 
announced well in advance, in addition to doing that at a later time 
under the Steagall amendment. it was provided that whenever the 
Secretary determined that an increase in production was necessary, he 
was required to so state, and he was also required in that event to 
— the prices of those products for, I believe it was, 2 years after 

iat, or until the end of the emergency period, 

That was later extended through other acts and finally resulted 
the 1949 act under which there are support prices for dairy products 
which are mandatory but within the limits of 75 to 90 percent of 
parity. That act is still in effect. 

Mr. Richards, I believe, placed in the record the general history of 
price support. The only two points that I want to make with reference 
to them—and we have already touched on them, really—is that on the 
one side, under present conditions, and without anv t vpe of restriction, 
t certainly is : = parent that we will get material quantities of dairy 
products imported into the United States, that the Government will 
have to buy increased quantities, that there is no clear disposal 
method at the present time, and that probably the outcome of such a 
program would be to drop all price supports. 

So there is not much question, I guess, as to the importance at the 
present time of some type of import restriction. 

In concluding my statement: In the case of import control we 
would have these suggestions, whatever the form might be. One, 
we want to make perfectly clear that we think import controls are 
necessary. There is not any question under present world conditions 
that the manufacturing end of the dairy business, except as an ad- 
junct of fluid milk, would be out of business in the absence of some 
type of restrictive program. 

Second, we would like to see such control, such authority, on a 
ionger time basis. When the present section 104 was originally en- 
acted, | believe it was not more than 30 days until it was proposed 
that the entire subject be reconsidered. It was reconsidered at that 
time and about 3 or 4 months later it was again reconsidered, and 
again in January it was considered further. 

Practically, we have been doing that every 2 or 3 months since 
the enactment of the original 104. We would like to see this on a 
longer time basis, certainly. Along with that we would recommend 
a minimum of discretionary power. I will grant that that question 
of discretion is a difficult one to handle. There are contingencies 
which may arise, and it is almost impossible, I think, to spell out every 
one of them in the law. 

$1153-—52—pt. 1 15 
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Usually it is desirable to le: ave to the administrative officer a reason- 
uble amount of discretion if it is perfectly clear, however, what the 
intention is. 

I would like to see—we would like to see—a minimum discretion, 
but saying that with the clear understanding that some is necessary 
and desirable. But at the same time it is certainly desirable that the 
objective be clear. 

Finally, there is no question in our mind but that such restrictive 
authority must be quantiti itive in nature under present conditions. 
We do not believe that import duties can be of any help under present 
conditions. We are firmly of the opinion that import quotas seem to 
be the only solution which we can see today. 

I believe, Mr. Chairman, that is all that I have to offer. I want 
{0 express ny appreciation to the committee for giving me this time. 
I know this is a difficult problem, I cannot overemphasize its im- 
portance. We would like to offer our assistance if we can, to the com- 
mittee in any way that we can help. 

Mr. ANpDrRESEN. Mr. Williams? 

Mr. WinutaMs. I have not questions 

Mr. ANpresen. Mr. Golden / 

Mr. Gotpen. I would like to ask the doctor one question. From 
your study of Dr. Sprague’s argument in favor of trade not aid, do 
vou find in that that he concedes that the standard of American living 
vill eo down / 

Dr. Gaumnitrz. No, si 

Mr. Gotpen. It is your theory it will go down / 

Dr. Gaumnirz. I believe th: ut is the tendency. 

Mr. Gotpen. These people in favor of free trade say we will get 
well later on ¢ 

Dr. Gaumnirz. Yes, sir; that is their argument. And if certain 
conditions are met. 

Mr. Gotpen. Do you not find in their argument a theory of shar- 
ing our wealth and our progress with the rest of the world ¢ 

Dr. Gaumnitz. Yes; I think that is involved. 

Mr. Gotpen. Is that not pretty close to pure socialism ? 

Dr. Gaumnitz. I take it that those who advocate assistance to so- 


called backward countries are doing so on this theory primarily, or 


one of two or three theories: Maybe it is strictly humanitarian, but I 
thought that their basic argument was that by assisting those coun- 
tries there would be a greater tendency for them to become more 
coopers ative as far as the United States 1s concerned on the one side. 
and that probably there would be a possibility of increasing trade with 
those countries over a period of time. 

In other words, part of it being strictly a defense type of deal, 
partly a humanitarian deal, and partly a trade deal. 

Mr. Gotpen. Do you agree with the theory of opening wide the 
doors of America to all sorts of imports for those who ge i e with 
farmers’ products and manufactured products? Will it not tend to 
prostrate many segments of the American economy / 

Dr. Gaumnirz. I do not think it would be possible in the United 
States without almost a revolution, to make effective all of the things 
that are involved in free trade. I will state it that way. 

Mr. Gotpen. Would that not advance the theory of socialism and 
even of communism to bankrupt America ¢ 
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Dr. Gaumnirz. I do not know how to answer. sir. It would be 
such a drastic change that I do not see for sure what would be the 
outcome. 

Mr. Gotpen. When that thing once hits, does not your study of 
world hiner teach you that when a country is prostr: ated by soci alism 
it can never rebuild its free enterprise ‘ 

Dr. Gaumnirz. Certainly the evidence would indicate it is ex- 
tremely difficult to do so, a do not know of any place where it has 
been done. 

Mr. Gotpen. Are we not dealing with a very fundamental ques 
tion which affects the life of all American peopl 

Dr. Gaumnirz. Yes, sir. 

Mr. Anpresen. Mr. Golden, if you will permit an observation: The 
Bell Committee, which was ap ypointed by Mr. Truman, which was re- 
ferred to in the hearings by Mr. Holman, they proposed free trade, 
but the V said we should take care of the people here in the United 
States by expanding social security. 

But they did not pose the question of who was going to pay the 
money to givee ‘verybody social security. Being mindful of our tre- 
mendous debt in the United States, I can well see how we can go bank 
rupt because of the lack of taxes to meet the obligations, and the next 
thing as you said would be socialism. I am inclined to agree with 
Dr. Gaumnitz that there would be a revolution in the United States, 
the first one in history, the first to be political, if any attempt is made 
to reduce the standard of living of the American people, which I am 
sure will occur if we go on a free-trade basis. 

Mr. Gotpen. We cannot maintain our present standard of living 
and compete with the cheap currencies of many nations and the cheap 
labor of many nations? 

Mr. AnprESEN. I am convinced that we cannot do that 

Mr. Abernethy / 

Mr. Apernetuy. I have nothing. 

Mr. AnprESEN. Mr. Grant ? 

Mr. Grant. I have nothing. 

Mr. AnprRESEN. Mr. Polk? 

Mr. Pork. No, sir. 

Mr. Anpresen. Mr. Lovre? 

Mr. Lovrr. I am sorry that I was called out of the room. I would 
have enjoyed listening to your testimony. I just spent a little while 
with a cadet from West Point. In the course of our conversation, I 
told him that we were holding hearings on dairying and I told him 
of the surplus butter that we now have on hand. 

He said, “At West Point we don’t know what butter is. The only 
thing they feed us is oleo.” I just wanted to make that observation. 

Mr. Anpresen. We will have to correct that. If there are no 
other questions, we thank you, Dr. Gaumnitz, for your very construc- 
tive statement. It will be very helpful to the committee. 

Dr. GAumnirz. Thank you, sir. 

Mr. ANpRESEN. We will next hear from Mr. John G. Brereton. who 
represents the casein industry. 
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STATEMENT OF J. G. BRERETON, PRESIDENT, SHEFFIELD 
CHEMICAL CO., INC. 





Mr. Brereron. Thank you, Mr. Chairman, and members of this 
committee. 

My name is J. G. Brereton. I am preside nt of Sheffield Chemical 
Co., Inc., a division of National Dairy Products Corp., and I have 
my business headquarters in Norwich N.Y. 

Mr. Anpresex. Will you please first explain to the committee what 
casein is and how that fits into this picture ? 

Mr. Brereron. I think that that will be brought out in the state- 
ment, Mr. Chairman, but I will make a preliminary comment. 

Casein is the material which makes milk white. It is a protein. 
It is relatively simple to remove from milk and to prepare, and there- 
fore, relatively pure form. 


It is the basic heart of cheese because the cheese making process 
wtually tends to concentrate this same protein. Casein is a basic 
dairy commodity because it is made from fresh or from fluid skim 
milk. 


Technically speaking, we do not know how to make it from pow- 
dered milk products, although that point has been raised here in 
preliminary discussions. 

It is made from fresh fluid skim milk, and that is milk remaining 
after the separation of cream from whole milk. 

I have a relatively short statement which I shall read to the com 
mittee. This statement which IT am presenting is on behalf of three 
of the major domestic manufacturers of casein. These manufacturers 
ire Avoset Co., of Philadelphia and San Francisco; Champlain 
Creameries, Inc., of Plattsburg, N. Y.; and my own company, Sheffield 
Chemical Co., Inc. 

This statement is intended to point out the serious plight of an in- 
dustry which has been caught between two very strong economic 
forces; first, high skim milk prices established by the Government’s 
price-support program on skim powder, resulting in high raw-mate- 
rial costs for the manufacture of domestic casein, and, second, the 
uncontrolled importation of casein at duty- and freight-paid prices 
which are currently about one-half of the cost of m: aan eturing casein 
in this country. 

The result has been curtailed production, the elimination of facili- 
ties for manufacturing casein, and, gentlemen, in my opinion, the 
actual ruination of this industry. 

Further, this statement points out that casein is a basic dairy com- 
modity made directly from fluid skim milk, and that casein normally 
represents a large domestic outlet or market for fluid skim milk. 

It points to the f act that, despite the basic commodity nature of this 
dairy product, import controls on it, name ‘lv casein, were terminated, 
whereas the importation of other dairy products remains under 
Con itrol. 

This is a discrimination which has adversely affected the domestic 
casein industry. This statement emphasizes the essential nature of 
casein by showing its many industrial applications, and it calls atten- 
tion to the need for maintaining this indus stry and not having this 
country depend entirely on foreign supplies of casein. ' 
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Most important of all, this statement emphasizes the very serious 
consequence of having in effect, on the one hand, a domestic price- 
support program on dairy commodities without controlling, on the 
other hand, the importation of dairy commodities, such as casein, 
which are sold in competition with United States dairy products 
being manufactured, directly or indirectly, under the support pro- 
gram. In other words, it is not logical to have a support program 
without import controls. 

I should like to present next certain statistical information beat ing 
on the domestic produc ‘tion of casein and the imports of this material. 
Quantities of casein produced domestically and imported for the years 
1935 through 1952, as taken from USDA statistics, are as follows: 

For instance, in the years 1935 to 1939 it shows an average produ 
tion of 48 million pounds of casein, and during that same period 
ports of approximately 8,180,000, 

Through the years preceding the war—and I mention the years 1940 
through 1942—production was well above 40 million pounds. If you 
will refer to the imports during that period you will note that they 
varied between 24 to 41 to 16 million pounds. 





In thousands of pound 
Domestic Domestic 
Yea production Imp Year production Im} 
1935-39 (average 48, 100 5, 1SO 1946 18, 319 
1940 46, 618 24,5 1947 35, 831 
1941 47, 34¢ 11, 518 1G4s8 4 2 
1942 $2, 268 6,819 1949 S, 34S 
1943 18, 386 28, 4265 1950 18, 531 
1044 204 47, 22 1Y 21, 62 
1045 12. 333 51. 610 1052 > Mn) 56, 837 


iEstimate 


These figures show that, prjor to World War II, this country 
produced in the range of 42-45 ere pounds « of casein or about 
two-thirds of average usage (figured at 55-65 million). 

We figure it at 55 to 65 million a since there is no data that 
you can refer to. That is an estimate but I think it can be borne 
oul readily by comparing production and Imports over a period 
of time. 

Following the war and up until 1952, domestic production has 
been in the range of 20 million pounds per year or about one- third 
of usage with imports increasing to 40-50 million pounds per year 
and representing two-thirds of usage. 

In 1952, domestic production will hit a low of about 7 million 
pounds and imports a high of about 57 million pounds. 

The sharp break in production in 1952 has been the result of 
large, high-cost aaiinesion in domestic producers hands at the end 
of 1951 and the unwillingness to build additional inventory in view 
of still higher skim milk prices in 1952, resulting from higher sup- 
port prices on skim powder and in view of the low prices on im- 
ported casein—15 cents per pound duty and freight paid, on up 
to, in today’s market, approximately 22 cents per pound. 

Low imported prices have made the United States producer non- 
competitive. Further, the import quota of 46 million pounds for 
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the annual period ending June 1953 was terminated at the latter 
part of 1952 

The above conditions have forced milk normally used for casein 
manufacture into skim milk powder—that is, into the manufacture 
of swim milk powder—thereby increasing the production of skim 
milk powder an 1d adding to the Government’s burden under the skim 
milk powder support program. 

[t should be noted that, for every 1 million pounds of casein not 
produced and with the equivalent of om milk going into skim milk 
powder, there are 3.3 million pounds of skim milk powder which 
must find a market. 

Production of casein in the amount of 40 million or more pounds 
per year, such as occurred in years 1935 to 1941, is equal to 130 mil- 
lion poate or more of skim milk powder annually. 

At this point , it should be noted that lactose—milk sugar the other 
name, more common perhaps, another dairy commodity, is  aicahalian- 
tured from the liquid whey remaining after the manuf: veture of casein 
from the milk. Imports of laine se are constantly increasing since 
there are no import restrictions. A more detailed statement of this 
ubject is being filed with the committee. 

I won't comment further on that subject at this time. 

The 1953 outlook for domestic production is for a quantity of 
about 3 to 5 million pounds or is only that amount which may have 
to be made in some markets to avoid the dumping of milk. Other- 
wise, all of the casein operators will divert milk to skim powder 
production for sale to the Government. 

That is the program which my own company is following, and I 
know it to be the program of the other producers, particular Cham- 
pa iin Creameries. That company has had to make a very substantial 

nvestment in skim milk powder facilities because without a reason- 
able market for casein they had no other — for this milk except 
to make powder, and it is going to be sold, I am told, directly to the 
(;overnment. 

It is now apparent that, with 1953 skim powder support prices set 
at 14 cents and 16 cents per pound for roller and spray respectively, 
the raw material cost of casein will remain relatively high, preclud- 
ing the possibility of making such casein to sell in competition with 
imported casein at 1514 to 22 cents a pound, duty and freight paid. 

That is laid down on the docks in New York, all charges. The im- 
port duty on casein is a flat 234 cents per pound. 

IT should like to comment next on the subject of milk costs by giving 
vou an example of some costs that prevail in my market. That is a 
market under which Federal Order 27 is in force. The following 
prices, as estab lis hed by the New York market administrator under 
Federal Order 27, are noted: 

Per hundredweight 


January 1950 his an tone <wniilidimincaas as Gs 
July 1950 ; PRO Cie iru eka homed Santigicvm isuimni mist Saga e NS . 296 
January 1951- é . ee rece Z . 452 
July 1951 scsi tai eardatain eae dni eioaiiidibieica ease ata ioeeimes is . 546 
January 1952_--- 7 ; : Sage . 738 
July 1952 ; ecient Spats eines ence Sebsmene nat 
January 1953__- a = a Nee 
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I have selected 6 months periods, just to be able to cover a period 
of time. In January 1951 it was up to 45.2, increasing still further 
until a high was reached in July 1952, which price was 77.7 cents per 
hundredweight or about the same as it was 6 months later in January 
1953. 

I should like to state further that these prices which T am quoting 
are not the total cost of milk: they do not include the handling ex 
penses such as the cost of recelviIng milk from farmers, the cost of 
transporting or separating the milk. Those costs are in addition to 
the prices noted. 

As to the uses of casein, casein is used by many industries, including 
the paper, elue and adhesive, paint, aircraft, tire and rubber. floor 
eovering, plasties, insecticide, closure and to a lesser degree In the 
pharmaceutical and food industries. 

Following this statement of the uses of casein, I should like to point 
out the essential nature of the domestic casein as it relates to the indus 
tries which are users of the product. 

Considering the many industrial applications of casein, it does 
not seem logical to have this country depending entirely on a supply 
of outside casein to satisfy these uses, particularly under present-day 
world conditions that can produce an emergency and create intense 
demands on our defense effort. 

Facilities for producing casein are rapidly being eliminated and it is 
entirely possible that the country will shortly have no ready facilities 
to make this product if marketing conditions continue as they are 
today. 

The recommendation of this group of three domestic producers of 
casein is as follows: It is the recommendation of the undersigned 
lomestic casein producers that casein be considered an essential dairy 
commodity and that it be subject to permanent. import control for 
such time as a price-support program on powdered milk—primarily 
skim milk powder—is in effect in this country. 

This statement has been signed by Mr. Gilpin, of the Avoset Co. ; 
Mr. Duley, of Champlain Creameries, and myself. 

I should like to comment on one general point, and that is that 
these three companies being representative of an indust ry which has 
heen practically knocked apart—the ranks are thinning, I think, every 
dav—we do not have an association—we as a group are in general 
accord with the program which is being presented here throughout 
these hearings on the part of the Dairy Industries Committee. 

I should like to comment further on the subject of the production 
and Import situation on lactose, or milk sugar, since as I pointed out in 
ny statement, it has been traditional to take the whey, which is the 
liquid portion of the milk remaining after the white substance, the 
casein, has been separated—it has been conventional or traditional to 
make that whey into milk sugar. 

I have two additional statements which will not be read but will 
simply be commented on and 1 would like to have them included as 
2 part of my casein statement. 

Mr. ANpresen. That will be included as part of your statement. 
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(The documents above-mentioned are as follows:) 


Cheese United States imports for consumption, by variety—1931 to date 
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SUMMARY STATEMENT REGARDING UNITED STATES MILK SuGAR ( LACTOSE) 
PRODUCTION AND THE IMPORT SITUATION 





In pounds 
Ye 4 Imy 
cle 
‘ 
48 K 
4u im 
| nn m4 “ 
45) 4 ww ‘ as 
52 OO. OOM un a) 
} tir 
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Comments United States production of crude lactose was stimulated during 


World War IL by the use of this carbohydrate in penicillin manufacture. The in 
dustry expanded during the War and following it to keep pace with increased 
requirements for penicillin, as witness the production increase for 19 million 
pounds in 4S toa peak of 50 million pounds in 1951 Demand for the penicillin 
ise has decreased sharply in 1952, reflecting reduced production of penicillin and 
tlso pressure from lactose imports It is estimated that United States produc 
tion in 1952 will be in the range of 35 million pounds 

Phere were, practically speaking, no imports of lactose from 1942 through 
14s) Material started to come in during 1950 as a result of the Reciprocal 
Trade Agreement Act which reduced the duty on lactose from 50 percent ad 
valorem (1930 Tariff Act) to 25 percent ad valorem. Imports in 1951 exceeded 
1.5 million pounds and it is probable that imports in 1952 will reach 


2 million 
pounds since the duty ocean freight paid prices on imported lactose are well 


below domestic pr ices for all grades (crude. edible, and I S. P.) 
Known exporting countries are Tlolland, England, Belgium, Denmark, Ger 
many. Sweden, and France Holland and England appear to be the principal 


countries exporting to the United States 

Data on the exports of lactose from the United States were not available for 
nelusion in this statement but it is estimated that exports in 1952 will probably 
e less han 150,000 pounds for the entire industry, 

With the establishment of penicillin manufacturing operations in countries 
outside of the United States the introduction of new, competitive antibiotic 
agents and the substitution in some cases of corn sugar for lactose in the peni 
cillin ferinentation, the outlook is for a contracting market for lactose in penicil- 
in manufacture in this country Moreover, the uses for refined lactose (edible 
and U.S. 1.) are not expanding so there is no reason to believe that the demand 
for refined lactose will make up cor the decrease in sales of crude lactose to the 
penicillin manufacturers 


The above means simply that the domestic lictose producing industry is over 
expanded and that, if anything, there is a decided over supply ot United States 
produced lactose in ternis of United States markets for the product, Since 


the major expansion of this industry was encouraged by the Government during 
World War LI, it is only reasonable that the industry should be given protection 


against the importation of lactose under present supply-demand conditions, 
Moreover, the importation of lactose below domestic market prices is definitely 
upsetting to an already weakened marked As an example of the price cutting 


that is occurring, domestic crude lactose has a market price of 18 cents per pound 
while duty, ocean freight paid prices of imported lactose are as low as 15-1514 
cents a pound 

Since several of the donrestic lactose manufacturers are also casein manu- 
facturers, these manufacturers realize that, unless tight controls are placed on 
lactose or the duty is increased substantially, what has happened to the do- 
mestic casein industry can also happen to the lactose industry. The United 
States casein industry used to supply (late thirties-early forties) 40 million 
pounds of casein out of a total United States market of 60 million pounds, In 
1952, this industry will probably supply about 6 million pounds out of the same 
market. The outlook for 1953 is even worse. The reason for the loss of the 
cnsein Inarket is simple—very low imported prices and ineffective import con 











226 DAIRY INDUSTRY 


trols in face of higher milk and other manufacturing costs which dictate do 
mestic selling prices for above imported prices. A similar squeeze is under way 
on lactose 

Sugar of milk (lactose), another manufactured dairy commodity, is being 
imported into the United States and has been since 1950 in ever-increasing 
quantities. Imports of sugar of milk were negligible until 1950. During Janu- 
ary of 1950, the Reciprocal Trade Agreement Act reduced the duty from 50 per 
cent ad valorem (1930 Tariff Act) to 25 percent ad valorem The record of im 
ports from 1937 through 9 months of 1952 follow: 


Imports, p l Imports, pounds 
19237 110 | 1949 None 
1029 99) | 1950 804, 100 
1947 None | 1951 1,591, 998 
1948 None | 1952, 9 months ie 1, 705, 972 


It is reasonable to assume imports for the full year of 1952 will be in excess 
of 2 million pounds 

Sugar of milk is an essential milk product in the manufacture of penicillin. 
During the last war, when the United States production of penicillin started, 
the domestic milk sugar industry was challenged by the War Production Board 
to produce greatly increased quantities of milk sugar. The industry met this 
challenge and has continued to meet the challenge. Official figures of produc- 
tion foliow 


Domest prod Domestic produc- 

t pound tion, pounds 
1937 &. 108, 665 | 1948S 24, 415, 000 
1938S , 1949 24, OSO, 9SO 
O80 4.950. 571 | 1950 39, 252, OOO 
19453 7, 600, 000 | 1951 50, 156, 000 
1846 23, 000, OOO | 1952. (estimated ) 35, 000, 000 


21, 901, 000 

INot ava ble 

The important uses of sugar of milk in addition to the requirement for peni- 
cillin manufacture are in infant foods, in the production of compressed medicinal 
tablets and vitamin capsules where it serves as an excipient and gives tablets 





a suitable form or consistency. 

During the last World War, milk sugar was necessary for the manufacture 
of vani ind chocolate tablets procured by the Army and Navy for use in the 
ration packets distributed to the Armed Forces in all parts of the world, partic 
ularly in the hot, humid areas of the Pacific. During times of war the military 
requires quantities of milk sugar for colored smoke signals or flares 

Manufacturers of milk sugar in the United States (some established for many, 
many years) are producing more than a sufficient quantity to meet domestic 
requirements Manufacturers can increase production of milk sugar to meet 
any emergency that may arise 

Exports of milk sugar from Holland, England, Beligum, Denmark, and Ger 
many are constantly increasing. Such increase will adversely affect domestic 


Domestic manufacturers are unable to compete with foreign exports, and any 
necrease in such exports may force many milk-sugar plants in the United States 


to close and cease to manufacture the product 

Mr. Brereron. The reason for the two statements is that we were 
in a position to obtain more up-to-date data, particularly on pro 
duction, and that material has been included, which results in a second 
statement. 

The original statement was prepared for submission to the Sub- 
committee of the Dairy Industries Committee which was considering 
import control legislation back in November 1952. 

These statements point out that prior to 1950 there were, practically 
speaking, no imports of lactose, or milk sugar. 

During January of 1952, we began to see imports of this product 
and it was a result of the Reciprocal Trade Agreement Act which 
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reduced the duty from 50 percent ad valorem, which was established, 
I believe, in the 1930 Tariff Act, reducing it to 25 percent ad valorem. 

Following this change in the legislation we had about 800,000 pounds 
of this material coming into the country in 1950. In 1951, 1,600,000 
pounds, and for 9 months in 1952, 1,700,000, which suggests that the 
final figures for 1952 will be of the order of 2,000,000 pounds. 

Milk sugar, we believe, is an essential milk product. In a similar 
sense to casein the major use of milk sugar is in the manufacture of 
penicillin, and during the last war when the United States production 
of milk sugar was started, this domestic milk industry was more o1 
less challenged by the War Production Board to produce greatly 
increased quantities of the material. 

The industry went out and met this challenge and established facil 
ities and went into production and obtained production that was 
required to meet this greatly increased use for the manufacture of 
pen illin, one of the principal curing agents or antibiotics. 

The production figures on sugar show that prior to 1943 production 
was of the order of 4 to 7 or 8 million pounds, and that beginning 
and throughout the war years, we did not have data through the years 
1944 and 1945, but in 1946, when the data became available, there 
were 23 million pounds produced on up to a peak of fifty-odd million 
pounds in 1951. 

The production estimated for 1952 is of the order of 35 million 
pounds. The significant part of that is the decrease which ties in 
not only with the casein situation but the fact that these imports are 
now beginning to have their impact on the industry. 

During 1952 the penicillin industry went through a period of dif- 
ficulty in that they were greatly overproduced, there were nev 
facilities coming into production of penicillin in foreign countries, 
and we had additional supplies available throughout this country 
which left the industry with a lot of product and they actually had 
to curtail the production of penicillin which in turn resulted in a 
reduction in the production of milk sugar for that purpose. 

The situation that is of consequence here is simply that we believe 
that this product is starting to go through a picture which has already 
been painted on casein, and if we are not conscious of it, it will prob 
ably not be very long before we will be having more milk sugar or 
lactose coming into this country than we are produ ing, 

That has been the picture in the case of casein. 

Mr. Anpresen. Can this sugar milk me used for other sweetening 
purposes ¢ 

Mr. Brereton. It was to some extent during the war when corn 
sugar and cane sugar were so scarce. Ordinarily it is considered not 
as desirable for sweetening purposes because it simply is not as sweet 
when you taste it. 

Mr. Anpresex. What are the principal countries from which this 
sugar milk comes / 

Mr. Brereton. The principal countries are pointed out in one of 
these statements. They are Holland, England, Belgium, Denmark, 
Germany, Sweden and France. with, I think, Holland and England 
being very easily tops. 

Mr. AnprESEN. Sugar milk is not available when they use the sun- 
drying method for casein ? 
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Mr. Brereton. It is less apt to be available for the reason that in 
the production of casein, in countries where you refer to sun-drying 
of the product, you are very apt to have conditions wherein the whe sy 
would be permitted to sour, that is, either the milk or the whey would 
become soured to the point where it is more difficult to produce milk 
sugar from it, although it can be produced. 

It is just a question of how much you will get from such soured 
raw material. Whey of any kind is sour. It is just a matter of degree. 

Mr. Anpresen. Are the chemical experts in the United States work 
ing on other products to produce this casein or something that has 
the same qualities as casein for paper and other items / 

Mr. Brereron. Yes. sir. There are other materials which have been 
developed which I think it is fair for us to say are being developed 
for applications that are similar. Those materials are a particular 
refined type of soy protein. Starch can be used in some of the less 
particular uses, 

I am not speaking now in the instance of olues, necessarily, or paper 
coating because there you have gradations of requirements for types 
of binding agents which casein may produce. 

There are synthetics which are chemically produced materials not 
derived from milk or agricultural products that are being developed. 
But the very fact that the country has used over the past many years 
as much as 55 to 65 million pounds and is continuing to use it, suggests 
that the substitution or the replacement is not a rapid one. 

Mr. ANpreseNn, Casein, at least at the present time, from milk is a 
necessary commodity in our economy. 

Mr. Brerrvon. Yes, sir. That is definitely the case. 

Mr. Anpresen. You have called our attention to the decrease of 
production of casein in this country down to an estimated 7 million 
pounds for 1952 

Mr. Brereron. That is correct. 

Mr. Anpresen. What do you think would happen if our facilities 
for producing casein in the United States were to go out of business 
and dismantle and we would have to import all of our casein ¢ 

Mr. Brereton. I think it would be a very, very serious matter. We 
went through a time period at the end of 1950 when we had the ele- 
ments of a war scare, at least a feeling that we were going to be in- 
volved in a war. 

Everyone immediately attempted to buy casein and there was an in- 
tense demand for casein, reflecting the dependence of the user for his 
domestic supply. 

I feel that if we permit a situation to go on—and it is practically 
at that point today—wherein there is no domestic casein being pro- 
duced, and facilities have also been dismantled, that it could have 
some serious repercussions throughout our various industries. 

Mr. Anpresen. What do you think the price would be if we had to 
get all our casein from foreign sources ¢ 

Would it be 14 cents a pound ¢ 

Mr. Brereton. Very likely not. Very likely not. It might be sub- 
stantially higher. 

Mr. Anpresen. I recollect the incident in 1950 to which you have 
referred when our Government started to buy pepper. The prevail- 
Ing price at that time—imported pepper—was 40 cents a pound. The 
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Government bought a little over 3 million pounds and the highest price 
paid was $3.12 a pound. 

Would the situs ition in casein be somewhat similar if we were solely 
dependent on imports ¢ 

Mr. Brereton. I think so. 

Mr. ANpRESEN. We must have casein to get the white in paper ¢ 

Mr. Brereton. You must have casein for the preparation of certain 
types of coated paper. 

Mr. Anpresen. All types of coated paper or just certain types ¢ 

Mr. Brereron. I qualify the statement for technical reasons. In 
certain grades you may be able to use a material like starch. It gives 
you an element of coating, but not in a grade of paper where you have 
to have a certain type of pr inting require ments, of color, of contrast, 
and in those instances casein still is a primary product. 

Mr. Anpresen. Then your final cone lusion is, and you recommend 
import controls for casein so that the domestic industry can survive / 

Mr. Brereton. That is correct, sir. 

Mr. ANpreseN. Do you have anything else to add to your statement ¢ 

Mr. Brereron. I would simply like to close my st: itement by saying 
that I do not believe that it is logical to have a price-support program 
in effect on a commodity such as we have in the instance of dairy 
products here, without also having in effect an import-control pro- 
gram. That is my conclusion. 

Mr. Anpresen. Another thought occurs to me. The Commodity 
Credit Corporation has probably 100 million pounds of skim-milk 
powder on hand which was purchased under the support program. 
Can that skim-milk powder be used in the manufacture of casein / 

Mr. Brereton. Efforts made to date by people in the industry have 
not been successful, although I would not wish to say that it cannot 
be done. 

I believe that it may be possible to make a casein of sort. I do 
not know what quality it would be. The quality of casein is ob- 
viously dependent on the freedom of the other constituents of the 
milk, or its freedom from those constituents. 

In the manufacture of milk powder the milk is subjected to con 
ditions of heat which create changes in the makeup of the milk, so 
that after drying and the putting back of that powder into water 
vou do not get a substance which behaves in the manufacture of casein 
the same as a fresh fluid skim milk. 

Further, I question seriously that the economics would be very 
sound unless you could get the milk powder for practically nothing 
or somebody would give it to you, or ask you to take it off vour hands. 

Mr. Anpresen. How much do you pay for skim milk now ? 

Mr. Brerrron. These figures show that we paid for class IIT milk 
in the Federal order 27 in the New York area, 77.7 cents per hundred 
weight in January of 1953. That is the last information that T have 
available to quote. The formula, which is used in that particular 
marketing order—that is the formula used to calculate the value of 
the milk—contained in it the market price for milk powder and there 
fore the price of the milk will either go down or go up as the market 
price of the powder goes up or down. 

With the support program in effect on powder, you have naturally 
a stabilizing effect on the price of the milk. 
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Mr. Anpresen. You extract the butterfat from the milk before 
you use that casein ? 

Mr. Brereton. That is correct. That is not done by my particular 
company, but it is done by other companies who bring the milk in 
from farmers, separate it, and take the cream off for other purposes. 

Mr. Anpresen. Mr. Williams? 

Mr. Wituiams. Do you buy skim milk from other companies besides 
Sheffield Farms? 

Mr. Brereton. Really not, although we may at times buy such 
milk. ' F 

Mr. Witi1ams. How much of that skim that you are using now is 
separated by Sheffield in Norwich? 

Mr. Brereron. At the present time all of the milk which is being 
separated is owned by the Sheffield Farms Co., that is owned in terms 
of its being produced by their farms or having been bought from 
someone else. 

It is all separated by that other company and then we are pur- 
chasing milk from them. 

Mr. WitutaMs. Then you give all of your skim milk—— 

Mr. Brereton. No, sir; we donot. We have 4 plants—we did have 
+ plants—for the manufacture of casein, 3 in New York State and 1 
at the edge of New York and Vermont, near Lake Champlain. We 
have dismantled one plant, we have put a second plant on a standby 
basis, no operation, unless milk has just reached a point where it 
is a question of it going down the sewer, and the third operation is 
one that wee xpect to ter minate as soon as we can. 

Mr. Witi1ams. What is the difference in the cost of manufactured 
casein and powdered skim milk? 

Mr. Brereton. The cost of manufacturing is dependent on the 
area. By area I mean whether the manufacturing in the area is con: 
centrating solely on the manufacture of skim milk or solely on the 
manufacture of casein. They will tend to be about the same. 

Mr. Witt1ams. What part does this. milk sugar play in the price 
of casein? 

Mr. Brereton. I did not hear you, sir. 

Mr. Wiuurams. You say that you also manufacture milk sugar from 
the byproducts of casein, the whey ? 

Mr. Brereton. That is correct. 

Mr. Witu1ams. Do you take that into consideration in your price 
of casein ? 

Mr. Brereron. We most certainly do. We credit the whey which 
is removed from the milk at the substantially higher amounts; that 
is, we are not placing the entire burden of the cost of this milk against 
casein. That is what I think you are asking. 

Mr. WiturAMs. That is what I was getting at. 

Mr. Brereron. If we were to do that, it would be just that much 
worse, 

Mr. Wruiu1aMs. That is all, Mr. Chairman. 

Mr. Anpresen. What do you have to get for your casein wholesale, 
at the present time, to cover your costs of production ? 

Mr. Brerrron. Depending on the actual price for milk, it would 
be of the order of 40 cents a pound. Between 35 and 42. 

Mr. ANpresen. Your competition from foreign countries—what do 
they sell it at wholesale ¢ 
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Mr. Brerrron. Fifteen cents a pound duty and freight paid, all 
charges. That. means laid down in New York City, Philadelphia, 
or coast ports, ready to be delivered into the plant—f. o. b. the port. 

Mr. Anpresen. I do not see how your business has kept going. 

Mr. Brereron. We are not. 

Mr. Anpresen. Mr. Grant? 

Mr. Granr. Mr. Chairman, I think this study that we are conduct- 
ing here gets more interesting from day to day. It looks like in the 
dairy industry, in the manufacturing end of it, we are using all of 
the products and byproducts of milk. 

[ recall it was said that the packers use everything that the pig has 
to offer except the squeal. 

Mr. Gotpen, And they have it on the radio. 

Mr. Grant. 1 am wondering about the chemists, as smart as they 
are, if they keep experimenting, if the day will not arrive when we 
will have chemical milk and do away with the cows. 

Mr. Anpresen. I think that is on the way. 

Mr. Grant. They already have ¢ hlorophyll cows, you know. 

Mr. Gotpen. I believe you touched in your testimony upon the 
danger to this country and to many essential industries that may be 
cut off from the supply that your company manufactures in case of 
a national emergency. You did comment on that picture, did you 
not ¢ 

Mr. Brereron. Yes, sir; I did. 

Mr. Goupen. I am wondering if you read yvesterday’s press where 
someone was speaking in the B ritish Parliament and stated that Rus- 
sia now had a larger navy than England, and all of the Allies put 
together except the United States. Did you read that / 

Mr. Brereron. No, sir; but I would not question the statement. 

Mr. Goipen. That is in the press. I think the American people 
generally thought that Russia had practically no navy. Reliable 
sources quoted yesterday in the English Parliament stated that they 
have a stronger navy than all the world, outside of America, and 
that a large part of that navy is modern submarines that could vir- 
tually stop all shipments of all products coming to this or any other 
country. Do you not think that is rather significant ? 

Mr. Brereton. Yes, sir. 

Mr. Gotpen. If we depend on foreign imports for many of the 
esential products, and if we prostrate American industry and Amer- 
ican farming industries and dairy products, and things of that kind, 
is it not serious ¢ 

Mr. Brereron. I think that point is well taken. Normally we do 
not like to live on the basis of emergency or scarce situations. I 
think this industry, like most American industries, all look forward 
to a reasonable competitive situation. 

Mr. Gotpen. How can you accomplish that when we have low 
currency and cheap labor in the other countries without destroying 
our own economy ¢ 

Mr. Brereton. It is not being accomplished in certain cases, and 
here is a direct example of it. I would also like to say further, Mr. 
Chairman, that as the industry—that is, the dairy industry—reaches 
x point where it would be operating on the basis of markets, not 
(government markets but markets of its own, that the production of 
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casein represents an outlet for milk, and that it may be a good thing 
for the country, that is for everyone in this country, to be able to 
have that kind of a market for this milk in addition to skim-milk 
powder. I think that is significant. 

Mr. ANpRESEN. Mr. Williams 7 

Mr. Witxiams. Would you increase your production again if you 
had the assurance of a controlled tariff or controlled imports ? Would 
you increase the production back to the former normal program / 

Mr. Brereron. Yes: we would. 

Mr. Witiiams. Do you have the facilities to do it ? 

Mr. Brerreron. Yes. We have them to the extent that I mentioned. 
We have dismantled one plant. We would increase the production 
in the other plants that we have. We would increase our production. 

Mr. Wittiams. I believe the manufacture of fluid skim milk is 
important in the regular program of marketing fluid milk. The 
eparation of whole milk into cream products leaves us the byproduce, 
skim milk that you have very little use for unless you can convert it 
into skim-milk powder or casein. That is about all that you can 
do with it. 

Mr. Brereron. That is correct. 

Mr. Witurams. There is a great volume of it in this country nor 
mally, isn’t there ? 

Mr. Brereron. That is correct. 

Mir. ANpRESEN. Mr. Lovre ? 

Mr. Lovrr. What do they do with that byproduct gd if you are 
uot using it for casein? What use is that byproduct being put to. 
other than feeding purposes ¢ 

Mr. Brereron. By byproduct, do you refer to skim-milk powder ? 

That is what we are doing. I explained he ‘re earlier in my state 
ment that 1 manufacturer of the group of because of this intense 
situation that developed, has had no choice bu to go out and purchase 
large-scale facilities for the manufacture of skim milk powder at a 
very sizable cost to him. What is he going to do with the skim milk 
powde r? Tean tell you, and he would tell vou if he were here himself. 
that he is going to sel] it tothe Government. 

Mr. Witniams. What is the main use of dried skim milk powder ¢ 

Mr. Brereron. The biggest use for dried skim milk power—and I 
will not presume to pose as an expert on that subject when I believe 
there are other men better qualified to comment in the room, possibly- 
it is as a food for Incorporation IMto products such as bread, which | 
believe re presents a major use of skim milk powde r. 

I give you that as an example. 1 do not think that Tam in a posi 
tion to comment completely on that, other than what I have said. 

Mr. Wunutams. Is the difference in price between dried skim milk 
powder and whole milk powder / 

Mr. Brereron. I did not get that question. 

Mr. Winiiams. What is the difference in price between whole milk 
powder and skim milk powder / 

Mr. Brereron. Spray dried skim milk powder is today marketed 

about 15 cents, perhaps less, perhaps more. The support price on 
itis 16 cents: 15) to 1S cents would be the range. 

Whole milk powder—I am not familiar with that, on the quota 
tions. It would be in excess of 40 cents per pound. That of course 
would depend on what manufactured milk prices were. 
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Mr. Lovre. What year did you reach the peak volume of produc 
tion in casein’ As far as your own plant is concerned / 

Mr. Brereron. I am going to speak in terms of my own experience 
with the business, which dates back actually 4 vears, where | have 
been in a posit Ion to he responsible and know those heures. 

Our biggest production year would coincide, I beleve, with the 
production figures shown in this table, and that would be 1951, of 
recent vears. 

But those figures, I think, can be considered out of date because | 
know going back years before we manufactured more than that. But 
in recent years that Tam familiar with, 1951, I think, if I remembei 
correctly, was as high as we have had in recent years. 

Mr. Lovre. The volume since then has been gradually rome down ¢ 

Mr. Brereron. It has been nosediving down—nosedivinge. From 
twenty-odd-million pounds—21 million from 1947 through to 1951, an 
average of 21 and a fraction million pounds. That is an average. 

You might say from the end of the war on through 1951. In 195», 
boom, 7 million pounds. In 1953, just as little as a man can make and 
still vet this milk without having to go down the sewer. 

That, in my opinion, is of the order of two to four million pounds of 
casein, practically nothing. 

Mr. ANpresen. That is virtually a complete liquidation of a 
industry. 

Mr. Brereron. That is correct. 

Mr. Anpresen. We thank you very much for your very constructive 
statement. 

Mr. Brereton. | thank Vou and the members of the committee 

Mr. AnprEsEN. Are there any other witnesses present who have not 
been called on? 

(No response. ) 

Mr. ANprEsEN. I want to have appear in the record that our col 
league, Mr. Jones of Missouri, will insert a statement that was pre 
sented to him from the Missouri Farmers Association of Columbia. Mo. 

(The statement referred to above is as follows :) 





STATEMENT OF THE Missournrt FARMERS ASSOCIATION, INC, 


The Missouri Farmers Association, Inc., is a farmers cooperative association, 
consisting of a membership of 146,000 farm families. A substantial number ot 
our members are dairy farmers who cooperatively own and operate milk plants 
or creameries at Springfield, Lebanon, El] Dorado Springs, Monett, Cabool, Emma, 
Chillicothe, Kirksville and Popular Bluff, Mo. 

Missouri ranks 10th as a dairy-prdoucing State and among all States in the 
Nation, and dairy production accounts for a high percentage of the total agri 
cultural income in this State, amounting to $164,142,000 to dairy farmers 
1951 alone 

This association submits that a continuation of the dairy-import controls as 
presently provided under section 104 of the Defense Production Act is necessary 
to a Wholesome agricultural economy in this Nation. Under normal conditions 
the United States dairy industry operates on a self-sufficient basis so that neither 
imports nor exports in any substantial amount are required. However, at the 
present time, import controls are extremely necessary unless severe price adjust 
ments are to be forthcoming, which will adversely affect our dairy industry. Se« 
tion 104 of the Defense Production Act does permit free importation to the extent 
that our American markets can absorb those imports without harm. If ou 
domestic markets require imported dairy products to supply this countrys’ 
demands, then section 104 freely permits such importation. It is only when 
conditions here do not economically permit importations that the restrictions 
allowed under section 104 can be used 


31153—53—}t. 1 14 











234 DAIRY INDUSTRY 


It is apparent that other milk-producing areas of the world can import dairy 
products into this country at Jess than the cost of production of such products 
by our own dairy farmers. Should such importation be permitted without re- 
striction, disastrous results can be expected by our own dairy farmers. <A 
sample of the possibilities that can be expected, if unresrticted importation is 
permitted, can be found in the 1952 imports of whole milk powder. Imports 
during last year of whole milk powder very seriously affected our domestic 
markets and the control of such whole milk powder imports was delayed until 
local markets were near the breaking point. Lven so, such imports caused wide- 
spread unrest and serious consequences throughout the dairy industry. 

Under the price-control program for dairy products, the Department of Agri- 
culture, through Commodity Credit Corporation, has again commenced the pur- 

hase of Putter, cheese, and nonfat dry milk solids The relaxation of import 
ontrols during any period in which it is necessary to purchase products under 
the price-support program is a manifestly inconsistent policy. In addition 
thereto, all predictions indicate that the year 1953 will be a year of record dairy 
production in the United States. Abolition of import controls during the immedi- 
te future period could well ruin our dairy farmers, or else force the Govern- 
ment into an absurd purchase program under the price-support provisions. 

We do strongly recommend, to the Congress, that the import controls now 
provided in section 104 of the Defense Production Act be continued at least 
until the return of more normal times. It should be a part of a permanent 
program and therefore is not necessarily to be attached to any Defense Produc- 
tion Act. Certainly, it should not be relegated to a standby status. In the event 
that future world developments indicate that a relaxation of the controls is 
necessary, then a reexamination of our national position should be accomplished 
at that time 

Should the Congress determine that a continuation of the import controls 
on dairy products is not in the national interest, then the Congress cannot 
logically expect that a small segment of our national economy, to wit, the dairy 
industry, should carry the entire burden on behalf of our Nation. In that event, 
the Government must be prepared to continue, on an enormous scale, purchases 
under the price-support program. 

Mr. Anpresen. I would also like to have the record show that the 
committee invited the American Farm Bureau, the Grange, and the 
Farmers Union to appear and testify at the hearing, but they have 
not made any request to be heard. 

We may reopen the hearing at a later date because we have a request 
from the State Department to be heard. I also have two other requests 
from parties who want to appear before the committee. 

For the present time we will not set any date. There will be ample 
innouncement in advance when the next hearing will be held on the 
need for import controls. 

Unless there is somebody who has something to offer—— 

I might state that the committee has received numerous communica- 
tions, including a telegram received this morning, from the Western 
Dairy Association in California, about the butter that was sold in 
Hawaii. They claim they did not make $182,000, they only made 
D percent of whatever they cot for the butter. 

That telegram will also be inserted in the record because we do 
not want to do anybody an injustice. The matter was brought up here 
because of the fact that only one exporter had an opportunity to get 
inon the sale of 455,000 pounds of butter. 

(The telegram referred to above is as follows:) 

SAN FRANCISCO, CAuIF., March 19, 1953. 
Hon. AUcust H. ANDRESEN, 


Vew House Office Building, 
Washington, D. C.: 
Understand in testimony before subcommittee of House Agricultural Commit- 
tee it was stated our company imported butter from Canada to Honolulu at 
profit of $180,000. This is untrue. We operate a distributing house in Honolulu. 
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We imported last June and July 455,392 pounds Canadian butter for the ac- 
count of the Governor’s emergency strike committee to provide food for the 
population under severe shipping strike conditions. This butter was allocated 
to all dealers based on historical use. Our profit was confined to a nominal 
financing and handling income of approximately 5 percent. 
WESTERN DAtry Propvucts, LrTp., 
H. R. Swia, Vice President. 

Mr. Anpresen. If there is nothing else to come before the commit 
tee, we will now stand adjourned until the eall of the chairman. 
Thank you very much, gentlemen. 

(Whereupon at 12: 12 Dp. Mm, the committee was adjourned, subject 
to call of the Chair. ) 
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V'EDNESDAY, APRIL 1, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE. 
SpreciaLn Dairy SUBCOMMITTEE, 
Washington, 58 €) 


The subeommittee met at 10 a. m.. pursuant to call, in room 1510, 
New House Oflice Building, Hon. August H. Andresen (chairman of 
the subeommittee ) presiding. 


Present: Representatives Andresen, Dague, Lovre, Golden, Wil- 
liams, Abbitt, Polk, and Jones. 

Mr. ANpRESEN. The committee will come to order. Due to the fact 
that the House goes into session at 11 o'clock today our proceedings 
may be interrupted here, because undoubted|y there will be a rolleall. 
Therefore I feel it necessary to begin the meeting now. The members 
are now coming in. I would like to have the record show that Mr. 
William O. Perdue, general manager of the Pure Milk Products 
Cooperative of Fond du Lac, Wis., was to have appeared this morn 
ing, but he is at another conference in the Department of Agriculture 
and will not be able to appear at this time. He will, however, submit 
a statement for the record, which will be placed in the record at 
this point. 

(The statement above-referred to is as follows:) 


STATEMENT OF WILLIAM ©. PERDUE, GENERAL MANAGER OF PURE MirLK PrRobpucTSs 
COOPERATIVE 


Mr. CHAIRMAN: IT would like to thank the committee for the opportunity to 
submit this statement 

My name is William 0. Perdue. I am manager of Pure Milk Products Cooper 
ative whose office is located at Fond du Lac, Wis. Our association is made up 
of dairy farmers within the State of Wisconsin. We have approximately 18,000 
dues-paying active members. Each member is a separate contract-holding 
farmer. Our producers had an annual production in excess of 1 billion 500 
million pounds of milk last year. We are the largest bargaining milk marketing 
association in the United States, 

Pure Milk Products Cooperative is a member of the National Milk Producers 
Federation. I would like to concur in the statement submitted to this committee 
by Mr. Charles W. Holman, secretary of the National Milk Producers Federa 
tion. 


NEED FOR IMPORT CONTROLS 


There is a commanding and moral need for the continuation of import controls. 
With a price-support program recently announced by the Secretary of Agri- 
culture to support dairy prices at 90 percent of parity and the continued outlook 
for still greater milk production on the part of the domestic producers, it is in 
consistent with sound policy to consider the relaxation of import controls, <Ac- 
cording to the present production pattern milk production for the season of 
1953 in all probabilities will reach or exceed 120 billion pounds. Much of this 


237 








238 DAIRY INDUSTRY 


increased production will of necessity have to be processed into butter, powder, 
whole milk powder, and cheese. With this mounting increase in production there 
| need, to guarantee the American farmer that his market 
will not be further depressed by importation on the part of foreign countries. 
Fond du Lac County, Wis., and the two adjoining counties represent one of the 
highest foreign-type cheese production areas of the Nation. It is of vital interest 
to tf s small segment of our State that imports on foreign-type cheese as well 
as other dairy products be rigidly and diligently kept to a minimum in order to 
protect the welfare of the domestic producers This problem is not confined to 


is a real need, a mora 


these three counties. The impact on national prices that can be brought about by 
the depressing effect on these three counties is almost bevond imagination We, 
in Pure Milk Products, are now in the process of conducting district meetings 


throughout the State of Wisconsin for the purpose of 


1. To encourage our producers to cut back milk production by 
(a) Culling their cattle 
(b) Discontinue the trend of increasing the size of herds 
», To consume more of their own products 


1 l 


This may sound a little simple, it may sound naive, but the American milk 
producers, with proper encouragement, can consume a larger portion of dairy 
products and thereby bring about a degree of stability. However, it is in our 
opil nan unfair practice, an unmoral procedure to encourage producers to 
cut back on production, to eat more of their own products, and at the same 
rie pen the gates of the world to depress their own market. There is a great 
need to strengthen and tighten the present provision of section 104. We need 
only look a few months back, relatively speaking, when the import restrictions 
were bypassed on the part of some foreign countries to the extent of some 24,000 
pounds of whole milk powder for the year of 1950 and to see that same product 
increase to 37 million pounds in the vear of 1952. The reason this was made 
possible is because there were no import restrictions on powdered whole milk, 
powdered skimmed milk with high fat content, powdered butter milk with high 
fat content. Therefore, we need to strengthen the law rather then to relax it o1 





At the close of the last production season, the United States Department of 





Agriculture purchased the greatest supply of butter, cheese, and powder in the 
history of the support program. They continue to purchase under the new pro 
ram at unheard of high volume. In our opinion, then it does not make sense 
to] support program for the domestic market and free the imports to this 
Nation to the extent to where we will have to support world prices for dairy 
products 
ONGTIME PROGRAM 

Dairy farmers have recently been called to Washington by Secretary Ezra Taft 
Benson to aid it orking out a program of self-help, whereby the Government 
would be relieved of all these problems with respect to support prices. The 
da farmers have taken hold, and showed a great interest in trying to work 
out their progran They have made sincere efforts and I believe progress 
It would be poor policy to discourage the progress of this program by freeing 
our import restrictions to a degree that would retard the progress of the program 


INCREASED PRODUCTION 


I have stated earlier in this statement that there is every likelihood that the 
milk production for 1955 will exceed 120 billion pounds of milk. This forecast 
s made upon the following basis: 

1. We have just completed one of the most encouraging milk-producing seasons 
n the history of our Nation. Wisconsin especially has had the finest production 
vear ending in 1952 and beginning with 1953 during the entire history of the 
records of this State 

®. There has been an abundant supply of the finest feed the farmers have had 
for many years. One of the most excellent hay crops in the history of the 
State 

3. The winter has been very mild, and the spring has been early. 

4. The decline in the beef cattle market price discouraged the farmers from 
culling their herds. As a result the cow population has mounted for the first 
time in many years. There are more cows being milked in American farms 
today than at any time during the past decade 
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SECTION 


There has been much talk about elimination of section 104 and rely upon 
the machinery of section 22 to control imports of dairy products. This spells 
only that the people who are not friendly to keeping section 104 intact want to 
weaken the possibilities of import control and will not come forth with a 
stronger section 22 pointing to improving all of the provisions of section 104 


It is our huinble opinion that section 104 should be kept intact If any change 
is to be made, the section should be strengthened to guarantee to the American 
milk producers at least a sound share of the national market, and not open the 
market to foreign countries to Compete with the American farmer whose costs 
are so much higher for Jabor, real estate, taxes, feeds, and everything else 


that goes in to make milk production possible. 


. 
HIGH PRODUCTION 

The problem facing the American farmer today is largely the result of the 
great demands laid upon the milk producers during the war period. They have 

e not yet recovered and got back to the normal stride of 1 k producing to be 
geared near the national per capita needs, It will take time and it will take 
patience on the part of our Congress and on the part of the people of this whole 
Nation. If import controls are to be freely lifted and American producers forced 
to meet or attempt to meet the co npetition of Tore nh markets, it is my humble 
opinion that you will see a collapse of the milk-producing indust of our Nation, 
and we shall eventually be called upon to di on foreign countries for our 
dairy products n all probabilities at much higher prices than would prevail 
were they produced in America without competition from abroad Anothe 
way to look at it is if we continue to free imports, as some people would do by 
the removal of section 104, it is perfectly likely to expect at least butter, cheese 
powdered milk products to be produced in foreig ountries and the American 
farmer to be called upon to produce only fresh finid milk When that day 
comes, the price per quart of milk | have increased productionwise to such 
an extent that milk will be only for a privileged few It is not at all unlikely 
that the price per quart of milk would rise to as high as 50 or 60 cents a quart 
if American farmers are required to reduce their production habits to the fluid 
milk needs of this Nation and no other outlets It nevitable It is as plain 
as the writing on the wall. 

We, therefore, petition you to continue section 104 as if is or strengthen it and 
vive it the additional teeth needed to aid milk producers of this Nation to 
continue to produce milk at the low prices of today’s high production possibilities 

Mr. ANDRI SEN. We are pris ileced this morning to have one ot our 
distinguished colleague swith us ho is inte) ted i IMport controls, 
and I want to call on him first because he has other conunitments t] 
morning, and we want to accommodate him. Congressman William 
M. Colmer, of Mississippi. 

Mr. Colmer, will you address the committee briefly on what you 

e a 


have in mind on import controls / 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
° IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Commer. Mr. Chairman and members of the committee, IT am 
grateful for the opportunity to appear here this morning in behalf 
of the continuation of section 104 of the Defense Production Act. | 
am particularly interested in that matter, I might say, to be perfectly 
frank, because of my intense interest in the tung-oil industry in my 
section of the country, and I shall therefore confine my remarks pretty 
largely to that industry, and to how the imports affect that industry 
and the necessity for some control of imports in order to protect—in 
fact, in order to permit that industry to live. 

As a member of the party out of power now, I have always felt 
that our industry in this country, nevertheless, had to be protected 
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regardless of the beauties of the rainbow that I held out about free 
trade and the hope for world peace that that might bring. 

I suspect, to be perfectly candid about it, that I am more or less 
like the average person W ho feels that he isa freetrader in everything 
except those things that affect him or his industry or his people. 

Mr. Anpresen. If the gentleman will permit, I - sure that he will 
recollect that in 1934, when the Ree proc: al Trade Act was brought up, 
it was fostered on the idea that by getting free trade or lower tariffs 
here in the United States. it would prevent Wars. 

Mr. Cotmer. I do recall that. of course. 

Mir. ANDRESEN. Since that time, of course, the ventleman knows we 
have been engaged in the greatest war in history, In spite of the reduce 
tion in tariffs, and that we are presently engaged in another war. 

Mr. Coumer. Yes, sir: I quite agree with the thought, if not all of 
the verbiage, of the distinguished chairman on that subject. Of 
course, we all want peace, but this free trade does not necessarily 
bring peace, as we have found out, to our sorrow. 

Now, Mr. Chairman, specifically getting back to the problem that 
[ was interested in, in appearing here this morning on this tung-oil 
industry I think it might be advisable for me to give just a little his- 
torical background for the benefit of the members who are not familiar 
with that industry, and I am sure that there are members who are 
not too familiar with it because of the fact that its production is 
limited to a comparatively small area of this country. 

Tune trees are native to China. The word “tune” is a Chinese 
word for heart. the foliage of the tung tree being’ shaped very much 
like a heart. Tung nuts, roughly, for the benefit of those who 
still are not too familiar with it, resemble very much the black walnut 
that we produce in various parts of this country. 

These nuts are gathered and crushed, the oi] extracted therefrom, 
and used as the finest drying oil known. That statement I do not 
think can be contradicted. Tung oil is used extensively in the defense 
effort, in the Defense Department, because it is such a splendid dry 
ing oil. 

Our Navy during World War T and World War IT alone used more 
oil than is currently being produced in this country, although it now 
s at the peak. We have been dependent upon the importation of 
tung oil from the Orient, as I stated a moment ago. Realizing that, 
about the time of World War I, encouragement was lent to the pro- 
duction of that oil in this country, and it was sponsored and fostered 
by the Federal Government, so that there would be a supply on hand 

f and when we got into international difficulties and our supply might 
be cut off. 

Tung is produced in this country only on a narrow belt of about 
100 miles in width, beginning on the Florida coast and extending along 
the Gulf of Mexico through the States of Alabama, Mississippi, 
Louisiana, and Texas. 

The largest production of tung in the country is in Mississippi along 
the gulf coast—my congressional district. The production has in- 
creased from practically nothing back about 1920, I believe, until this 
vear it is estimated that we will produce about 35 million pounds in 
this country. That is, for the 1952 crop when it is all milled. 

The consumption for last year in this country was 47,863,000 pounds. 
So you see even at the peak of our production, which will be this year, 
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we will only produce roughly two-thirds of the oil consumed in this 
country. The industr y has suffered periodically, spasmodically, from 
the importations of foreign oils from China, prior to World War I, 
and now from the Argentine. The Argentine has gone into the pro- 
duction of tung and their production now, the best figures we have 
available, is approximately the production of tung in this country. 

The tung industry in the United States cannot survive in competition 
with foreign Chinese oi] produced by coolie labor. Therefore, in 1949, 
the Congress, realizing the seriousness of this situation, placed tung 
oil on that list of commodities that was to receive a support price. 

Mr. Anpresen. To expedite our time here a little bit, may I ask 
you a question or two ¢ 

Mr. Cotmer. Surely. 

Mr. ANpRESEN. What isthe support price maintained by the Govern 
ment for tung oil 4 

Mr. na MER. At the lowest price of any commodity that is sup- 
ported —b2.2 2 percent of parity, as against flaxseed, 80 percent; soy- 
beans, 90 oan ent; cottonseed, 90 percent; and peanuts, 90 percent. 

Mr. ANpresen. How much were the imports of tung oil in 19524 

Mr. Coumer. In 1952—again we do not have the complete figures 
on that—but unoflicial reports indicate that 2,680,000 pounds came in 
during November and December of 1952 and that the total importation 
Was 29,250,000 pounds. 

Mr. ANDRESEN. Where did those Imports come trom ¢ 

Mr. Coumer. Those Imports came ostensibly from the Argentine 
because of the situation that we have w ith China now. 

Mr. ANprESEN. You say “ostensibly.’ 

Mr. Coumer. Yes, sir. We have reason to suspect that some of that 
oil originated in China and came around through devious paths and 
got into this country. Incidentally, Mr. Chairman, in that connec- 
tion, according to the figures available, if all of this oil that came 
In in 1952 came from the Argentine, then the Argentine shipped 95 
percent of its entire production into this country. 

Mr. ANpreseN. Do you have any way of finding out the exact oil 
which came from China? 

Mr. Coumer. Mr. Chairman, we have endeavored to find out about 
that. ' We have not been too successful. 

Mr. ANDRESEN. Will you tell the committee at what price these 
shipments were sold in this country ¢ 

Mr. Cotmer. Mr. Chairman, I have a chart here. 

Mr. ANprREsEN. You might place that in the record. 

Mr. Coutmer. Yes. I wanted to do that but L wanted to hand it to 
the chairman and just let him pass it around to the members if he 
will [handing to the chairman }. 

(The chart referred to was received and is on file with the com 
mittee. ) 

Mr. ANDRESEN. I see you have a figure here of as low as 30 cents 
a pound ¢ 

Mr. Coumer. Yes, sir. 

Mr. Anpresen. Is that the prevailing price on imported tung oil? 

Mr. Cotmer. Mr. Chairman, may | answer that in my own way ¢ 

Mr. ANDRESEN. We have to hurry. I do not like to hurry the gen 
tleman but he may revise his remarks and include other things in 
there because we have 3 other witnesses before 11 o'clock. 
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Mr. Co_mer. Yes: I appreciate that and I certainly do not want to 
trespass upon your time but if the chairman and the members of the 
committee will observe that chart you will see that the dotted or broken 
line represents the importations, and the straight line down there 
represents the price, You will observe that eve ry time the import i- 
tion went up—and they came in spasmodic: ally as I sald— the price 
went down. Now the price of tung oil today is approximately the 
parity price. 

Mr. ANDRESEN. You mean the parity price or the support price ¢ 


Mr. Cotmer. I meant the support price, Iam sorry. Thank you. 
Che support price, 26.5 cents per pound f.o.b. or, in round numbers, 
1 } } r | } 1 
pOUuT ZS cents pound on the New York market. And the Commodity 
Credit 1s faced with t} e@ possi Db lity of having to take over a consider- 


tble portion of our domestic production while Argentina is shipping 
n Yo percent of the production. 

Mr. ANprEsEN. How much of the production in last year’s crop 
was turned over to Commodity Credit ? 

Mr. Cotmer. None. 

Mr. ANDRESEN. It was sold in the open market above the support 
price ¢ 

Mr. Commer. Yes, sir. As a matter of fact, during the vears that 
we have had this support price, the Government—I do not have the 
figures available—but the Government bought a small portion of this 
oil and later on sold it at a profit, so that the Government is in the 
black so far as that is concerned. 

Mr. ANpresen. Is there any domestic tung oil being marketed 
the present time ¢ 

Mr. Coimer. The last report that I had last week there was not. 
We appeared before the Commodity Credit authorities and requested 
the application of this section 104 in the form of an embargo, to stop 
this importation of Argentina oil in order to get some relief. 

Mr. Anpresen. Mr. Golden wants to ask a question. 

Mr. Cotmer. Yes, Mr. Golden. 

Mr. Gotpen. When do you expect the production of this tung 
oil here in America to grow sufficiently to supply the needs of this 
country ¢ 

Mr. Coumer. Mr. Golden, that would be a very difficult question to 
iInswer, A lot wi uld depend upon these controls of these importa 
tions, because as I said a moment ago, we cannot compete with Chinese 
coohe labor. 

Mr. Gotpen. You did not say whether or not you could compete 
with the product ion of this tung oil in Arge ntina. 

Mr. Coumer. I assume that we could not by the fact that they have 
been shipping their supp ly in here and underselling us, 

Mr. Gotwen. With this suppor price as low as it does it not 
bring about a situation here America ths at we are ma csaetie the 
price the world over and that dines certain conditions we could be 
manipulated into the situation where we support the price in China 
and in Argentina as well as our domestic production ? 

Mr. Coumer. I think that is what we have been doing. 

Mr. Gotpen. Do you advocate that we raise the support price and 
that we also put certain limitations on importation of this oil? 

Mr. Co_mer. If we could control the importation we would not have 
to worry about the support price. We frankly would like to get away 


DAIRY INDUSTRY 243 


from that. We think it is too low, yes, but our chief difficulty is the 
question of importations. 

Mr. GoLpen. About how many people are engaged in the production 
of this tung oil here in America ? 

Mr. Cormer. There were an estimated 185,000 acres in 1950 planted 
to tung oil. I could not say just how many people are employed. 
It isa kind of seasonal thing. 

Mr. Gotpen. Do you anticipate that if vou do not put some embargo 
or importation limitation on that this industry will be destroyed here 
in America and a great many people be thrown out of employment ¢ 

Mr. Coumer. Thank you for asking that question. I have been stat- 
ing that now for several vears. We cannot compete with that pro- 
duction down there. 

Mr. Gotpen. One more question: Do you not find yourself in the 
same position that many other producers here in America are finding 
themselves in, whereby under the policy of free trade, that American 
industry is being destroyed and that millions of American workers are 
being thrown out of employment ? 

Mr. Cormer. I can only speak for this one industry. So far they 
have not been thrown out of employment, but that has been due to the 
fi act that we have had a war for the past 10 years, since this production 
has been gotten up, and if we should get back—which we all ee - 
to normal family relations with the Soviet Republic, I do not see how 
this industry could survive in competition with oriental Laken. 

Mr. Gotpen. Fundamentally, do you not think that Congress has 
to sometime face up to the basic question as to whether or not we are 
going to continue this free trade idea and support prices all over the 
world or whether we are going to protect our own American people 
and our own American industry ¢ 

Mr. Cotmer. Of course I am for protecting our own American peo- 
ple, particularly our tung growers, here this morning. 

Mr. Anpresen. I hope the gentleman does not pursue the policy 
that we protect tung-oil and everything else goes on a free-trade basis. 

Mr. Commer. Of course, Mr. Chairman, I do not take that position. 
{ think that every industry has to stand on its own. I think that this 
industry that I am talking about this morning is in a more precarious 
condition than any industry I know of because of the situation that 
I have tried to explain here. 

Generally speaking, I will go along with you to the point that I 
think that the Congress has got to consider the interest of the Ameri- 
can people somewhere along the line, as well as the interests of peoples 
in other parts of the world. 

Mr. AnpresEN. Let me ask you a concluding question because we 
will have to go to another witness. In view of what you have stated 
about tung oil and section 104 which seeks to give authority to put 
on import controls on this commodity, you are urging the continuation 
of import controls on any commodity that comes under the support 
program ? ; 

Mr. Cotmer. I am advocating protection under section 104 for 
those American commodities that need to be protected, yes, sir. 

Mr. Anpresen. We thank you very much, Mr. Colmer. 

Mr. Cotmer. Mr. Chairman and members of the committee, I ap- 
preciate your patience in hearing me this morning and I ask permis- 
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sion if I may to submit a brief here. as a supplement to my remarks. 


giving some facts. 
Mr. Anpresen. We will be very glad to have that in the record. 


Mr. Cormer. I hope very much that this section or some similar 


legislation will be approved by this committee. 
(The matter referred to above is as follows :) 


\ BRIEF BY THE AMERICAN TUNG INDUSTRY 


HISTORY 


Tung culture was introduced into the United States in 1902 and the first small 
commercial plantings were made in 1912. Planting took place on a larger scale 
in the midtwenties and increased rapidly during the midthirties 

From a small beginning, planted acreage has increased tremendously, and, 
according to Bureau of Census reports, there were an estimated 185,000 net acres 
of tung orchards in1950 However, several thousand acres of newly developed 
varieties have been planted since that date, which will come into bearing in 3 
to 4 years 

PRODUCTION 


It is generally considered that tung-oil production began on a commercial basis 
in 1937 (from 1936 crop) when 2,000,000 pounds of American tung oil were pro 
duced. It is estimated by the United States Department of Agriculture that the 
1952 tung crop will produce approximately 35,000,000 pounds of oil. The increase 
in oil production has been steady except in those years when frost damage reduced 
sida tion 

CAPITAL INVESTMENT 


The capital investment in the American tung industry is approximatels 
$40,000,000 


EMPLOYMENT 


The domestic tung industry provides direct income and employment for approx 
imately 15,000 persons. A large portion of this labor is used when opportunity for 
other employ ment is limited in the tung belt 


AREA OF PRODUCTION 


Tung oil is produced in the Gulf coast area of the States of Mississippi, Loui 
siana, Florida, Alabama, Georgia, and Texas on land substantially not formerly 
itilized for other crop production 


COC TUNG NUT CROP PRICE SUPPORT PROGRAM 


During World War II the price ceiling on tung oil was 38%¢ cents per pound 
ind tung oil was considered a strategic material. 

The Agricultural Adjustment Act of 1949 provided for the support of tung 
nut crops at 60 to 90 percent of parity, beginning with the 1949 crop. 

Since that time the Commodity Credit Corporation has purchased tung oil of 
only 1 crop year, 1949, when only 1,568,000 pounds, or approximately 6 percent 
ot the crop, Was purchased at 24.1 cents per pound. That oil has since been sold 
by the CCC at an average price of over 37 cents per pound. 

Tung crops have consistently been supported at only 60 percent of parity 
(1952 crop at 62.2 percent or $67.20 per ton) while other oil-bearing crops have 
just as consistently enjoyed higher percentages of parity, i. e.: 


1952 crop: Percent 
Flaxseed . sation ; a 
Soybeans ‘ : oO 
Cottonseed - - - - 90 
Peanuts : aa . 90 


The support price for tung oil is set at the lowest percentage level of any sup 
ported crop. 


COST OF PRODUCTION 


Based upon an orchard yield of 1 ton of whole fruit per acre, and upon a 


program of orchard practices as recommended officially by Dr. George F. Potter 
of the United States Field Laboratory for Tung Investigations, United States 
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Bureau of Plant Industry, Soils, and gricultural Engineering, the average pro 
duction cost per acre of tung nuts was $37.79 and harvesting costs $10.64 per 
ton in the year 1949, making a total cost of $57.43 per ton. 

As a result of increases in costs of labor, fertilizer, equipment, ete., the 1952 
costs have increased at least 5 percent, making a cost of $60.30 per ton 


IMPORTS CONSUMPTION 


According to Bureau of Census reports, the 1952 United States imports of 
tung oil totaled 26,600,000 pounds during the first 10 months. Unofficial reports 
indicate that 2,680,000 pounds came in during November and December, making 
a total of 29,280,000 pounds during the full year 1952. Principal countries of 
origin are China, Argentina (by their own admission, over 95 percent of their 
production is exported to United States), Brazil, Uruguay, and South Africa 

According to Bureau of Census reports, United States consumption of tung 
oil totaled 47,863,000 pounds during 1952. 


OUR PROBLEMS 


1. We are unable to market our tung-oil crop at a satisfactory price 
2. Too much imported tung oil has been arriving during the period when we 
have been attempting to market our crop 

It is reported that the Argentine is currently offering an additional 14 million 
pounds of tung oil for immediate shipment 

According to Foreign Agriculture Circular (U.S. Department of Agriculture), 
the 1952-55 Argentine tung crop will produce an estimated 85 million pounds of 
tung oil, which will be ready for market in the late summer of 1953 

3. Our tung support price level is too low to provide the necessary stabilizing 
effect on our market 


MEMORANDUM REGARDING COst or TUNG ORCHARD MAINTENANCE, TARVEST. AND 
HAULING TO Mint or TUNG Nuts 


The following maintenance and harvest-cost figures are based upon an orchard 
vield of 1 ton per acre of whole-tung fruit, and upon a program of orchard prac 
tices as recommended officially by the director, It George EF. Potter of the 
United States Field Laboratory for Tung Investigations, of the United States 
Lureau of Plant Industry, Soils, and Agricultural Engineering 


Breakdown of per acre cost of maintaining a tung orchard of trees 8 to 12 years 


old in the Mississippi-Louisiana area to yield 1 ton of whole fruit per aere 


February—March 


1 round with disk tiller SO. 70 

Break out middles with disk (2 rounds) 1. 40 
April—June 15: 4 times with spring-tooth harrow £50 
June 15: Seed cover crop and apply slag or phosphate 3. OO 
Aug. 1: Brushing terrace rows for volunteer sprouts, briars, and brush 

that disking won't reach 2? Ov 
Sept. 1: 1 or 2 rounds offset disk with drag 1. 40 
Fertilization : 

Cover crop: 500 pounds slag or 250 pounds phosphate with 500 


pounds dolomitic limestone $. 25 
Trees: 9 years’ old average, f 

pounds at $70 per ton ammonium nitrate basis $11. 90 
Phosphate applied with cover crop, Potash, 1 pound at $2.47 

per hundredweight at farm, 50 percent muriate of pot 

ash 2. 70 
Application to trees 1. 50 


75 trees per acre: Nitrogen, 1144 






17.10 
Overhead, 10 percent of cost 3. 44 


Total 37. 79 
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Breakdown of harvest and hauling-to-mill cost, per ton basis 


Bunching ; b $1.50 
Picking and scrapping 8. 00 
Transportation of picke Ts 1. 60 
Bags buskets, and twine 9. 5O 
Sacking and running crew 2. 00 
Hauling to mill 2. 25) 
Overhead ‘ dated 1.79 
Total eS ; ci ees ; 19. 64 

NOTE The costs outlined above do not include interest on investment, depreciation, or 


allowance for frost damage. 


Tung oil statistics 


A pr 
Production I ( per pound, 
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Mr. Anpresen. I may state to the gentleman we are not dealing 
specifically with any section of the law. We are considering the need 
for import controls and with the information that you have given us, 
and other witnesses, we hope to build a case for continuation of the 
law covering import controls. 

Mr. Lovre. Mr. Chairman, I would like to ask one question. In 
view of what you have said—and I agree with you—why is tung oil 
in a more precarious position today than any other dairy product— 
say butter, for instance? It seems to me it would not be in quite as 
precarious a position. 

Mr. Cotmer. Of course that goes back to my original statement that 
I am more familiar with that subject than I am with other commodi- 
ties. I think it is precarious because I think, as I said, if we get back 
to normal relations, and these importations come in from these coun- 
tries, then this industry 1S through. 

Mr. Lovee. I agree with the gentleman completely, but up until 
now you have not been in that position, so far as tung oil i is concerned. 

Mr. Coumer. Would the gentleman repeat that? I did not catch it. 

Mr. Lovee. I agree with the gentleman completely, but up to now 
tung oil has not been in that predicament. 


i tater, 
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Mr. Cotmer. Yes; it has been more or less all along. You would 
not have the tung industry that you have in this country today if it 
were not for those wars because we would just have been receiving 
these necessary oils from the oriental countries and you just would not 
have had them, and you are not going to have it the next time you have 
an international situation, if it is not given some protection. 

Mr. Gotpen. If you cannot survive in peacetime when there is not 
suc ha great dem: and, then you cannot survive in wartime unless there 
is some import control to protect the American production of this oil. 

Mr. Coutmer. That is right. 

Mr. Gotpen. We have found many industries in the same condition. 

Mr. Lovre. I am entirely in sympathy with you. The whole ques- 
tion is to preserve the American market for the American producer. 

Mr. Cotmer. I think it has to be; ves, sir. 

Thank you. 


STATEMENT OF JOHN BRECKINRIDGE, ATTORNEY, REPRESENTING 
PRODUCER GROUPS 


Mr. Anpresen. Mr. John Breckinridge, who is a counselor in Wash- 
ington and represents clients who are interested in import controls. 
Mr. Breckinridge, for the record will you state your position ? 

Mr. Brecxinrince. Mr. Chairman, my name is John Breckinridge. 
I am with the law firm of Pope, Ballard & Loos. Ll appear here today 
representing several clients who are the following: The Northwest 
Nut Growers of Portland, Oreg., which is a farmer-cooperative organi- 
zation marketing walnuts and filberts grown in the States of Oregon 
and Washington; the Pin, Clip, and Fastener Association, of New 
York, N. Y., which is a trade association producing and marketing 
pins, clips, fastening devices, hairpins, and other small metal products 
of that sort; Basic Vegetable Products, Inc., of San Francisco, Calif. ; 
Gentry, Inc., of Los Angeles, Calif.; Puccinelli Packing Co., Turlock, 
Calif.; and the Simplot Dehydrating Co., the latter four companies 
being producers of dehydrated onion and garlic products; the Mush- 
room Growers Cooperative Association, Kennett Square, Pa.; the 


American Mushroom Institute, Inc., of Kennett Square, Pa.; the 
Pacific Wool Growers, a farmer-cooperative marketing wool grown 
in West Coast States; and the American National Livestock Associa- 
tion, of Denver, Colo. 

Mr. ANpDRESEN. You may proceed with your statement and if you 
can conclude in 10 minutes we would like to have it because of the 
situation in the House. 

Mr. Breckrnrinee. We appreciate very much the opportunity to 
appear here. None of these clients I have mentioned produce dairy 
products, but they all support reasonable limitations on dairy products 
and other products because they feel that any injury from imports 
to the producers of those products would in turn injure them by re- 
ducing or cutting down the market for their own products. 

I have a prepared statement here which is in support of 104 and 
the current import controls on dairy products and the other products 
mentioned in 104, and recommends that that 104 be broadened to 
cover other products to provide legislative authority, mandatory 
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authority, for imposing import controls on other products under like 
circumstances. 

I recognize that this committee is not considering any specific leg- 
slation. The major portion of this prepared statement is devoted to 
showing the need for mandatory legislative provisions, because the 
existing remedial statutes provided in existing law have proven to be 
ineffective, and in the few instances when relief has been obtained, 
t has come, too little and too late to prevent the injury. 

Mr. Anpresen. May | ask you: Several parties are contending that 
proper relief can be given under section 22 of the Agricultural Ad- 
justment Act: have you had any experience in operating under sec- 
tion 22 ¢ 

Mr. Breckinriper. Yes, sir, Mr. Chairman. This statement covers 
section 22, alone with section T and various other provisions but I 
want to make some brief comments about our experience under section 
~ with filberts. 

The filbert industry along with other tree-nut groups, have been try- 
ng to get import limitations under section 22 since 1939 and up until 
1950 we were never even able to get the Secretary of Agriculture to 
recommend to the President that the President cause the Tariff Com 
mission to make an investigation which is the complicated, drawn- 
out procedure under section 22 as it is now written. 

Finally, in 1950, the President did direct the Tariff Commission to 
make an investigation. That same investigation has been going on 
since. Finally, on September 25, 1952, the Tariff Commission unan- 
mously found that imports of shelled filberts were interfering with 
the marketing-agreement program and they unanimously recom- 
mended that imports be limited by a quota to 4144 million pounds 
innually. 

Two of the Commissioners, in a minority decision, recommended 
that the imports should be limited to only 4 million pounds. That 
report went to the President as I say on September 2h. Ivor. 

On October 21, the President announced that he was rejecting the 
Tariff Commission’s recommendation of relief. That is on turning 
down the recommendations and findings of his Tariff Commission— 
rather, [ should say, the Congress’ ‘Tariff Commission, because the 
lariff Commission ts an agency responsible to Congress. 

Then following that, after the inauguration of the new President 
on January 20, we immediately brought the matter to the attention 
of the Secretary of Agriculture and to the President, urging that they 
take immediate action on the Tariff Commission's findings and ree- 
ommendation, but here again 2 months have gone by since that was 
done and there is still no evidence that this administration is taking 
any different view than did the previous administration. 

Mr. ANprrsEN. Will you restate the position that President Truman 
took on this matter / 

Mr. Brecktnripce. I would like to introduce for the record a copy 
of a press release issued by President Truman on October 20 in which 
he states the considerations of not wanting to hurt filbert growers in 
lurkey, that he is denying relief to the American filbert growers. 

That, in addition to being unwarranted, in our opinion, it was 
illegal. Section 22 provides that upon a finding that imports inter- 
fere with a price-support program or marketing-agreement programs, 
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the President shall proclaim an import restriction. He ignored that 
j mandate of Congress, and to date the current administration has 
enored it with equal effectiveness. 
‘The documents referred to are as follows: 


Or} September 25 | received from the Tariff Comr 





lission a report and recom- 


mendation with respect to additional fee n imports of almonds and an import 











i quota ol! helled filberts I accepted the recommendation ith respect to 

monds and issued a proclamation in time for it to be effective on October 1. 

j ° he matter of filberts was left for further consideration 
Since that time | have found no need for the imposition of a quota limitation 
nh imports of shelled filberts, and I therefore am taking no action to impose new 
) estrictions on imports of filberts for the coming crop year Ivy decision is 
e based on several facts. One of these that American owers seem assured of 
retu from theit shell sales alone, in excess of their returns from their 
tire crop last yea ! can find no justification for the belief expressed in the 
eport at there is or is likely to be so severe a threat to American filberts as to 

the impos Ooh Of an import quota 

Rest! ve a 1 with regard to filberts would fall almost entirely upon 

key and would reduce its annual dollar earnings by over 1 million dollars 
Chis would be on top of a loss of dollar earnings alread curred by reason of 
hn increased tariff on dried figs lmposition the re ended quota would 
rious interfere wit the eme! ences effort to combat the serious Turkish 

I l Cl sis 

\IA 1 24, 1953 
Dwight J). ] HOW! 
ent Wi le 
\ / d re. € 
We earnestly request an immediate announcement o decision regarding 
que ‘ ‘ n 22 port quot ( =he a filbe s in accordance with 
animous recommendation of the Tariff Cor ission Any further delay would 
e fatal and equivalent to a deniel of this relief to the filbert growers and we 
helleve contrary to the congressional intent in the law If vou have decided to 
reject the request for a quota we urge that so announce in order that the 
filbert growers, the other American farmers having a similar problem, and the 
Department of Agriculture will know where they stand and then take appro- 
priate action Recent delays and uncertainties have placed additional burdens 
m people ho are in no shape to stand them 
Joun E. TRUNK, 
General Manager, Northwest Nut Growers 
DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 17, 19538 
Mr. JOHN E, TRUNK, 
General Manager, Northwest Nut Growers 
. Portland, Oreg. 

DEAR JOHN: In line with your recent request for information on the Mediter 
ranean Basin filbert situation, I have brought together the various bits of in 
formation available at this time The information relates mostly to Turkey as 
t is reported Spain is about sold out and Italian shelled filberts are of little 
nterest generally to United States buyers 

The latest stock estimate of Turkish shelled filberts, March 1, 1953, indicates 

7.700 short tons of 1951 and 8,800 tons of 1952 harvest remained. This total of 
| 16,5000 tons is rather large for this time of the vear and considering markets 
Che direct shipment price is reported to be around $81 f. 0. b. per 220 pounds, 
ut as you well know sales affected through third countries are usually well 
wlow that figure The Turkish industry is reported offering special price cor 
essions for large lots Foreign buyers generally believe that if the 1958 crop 
prospects appear favorable in the next few weeks a further price concession, 
ossibly a fairly heavy one, is likely and as a result are now reported to be 
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buying only such quantities as can be disposed of in short period of time 
The Britis xhausted their January—June 1953 import 
quota and will therefore not be in the market until. July. at which time they 
no doubt would buy only 1953 crop nuts. Most other Western European countries 
balance of the 1952-53 season, 


1 are reported to have « 


have obtained practically all their needs for the 

The Turkish industry is now faced with the alternatives of a rather burdensome 

irryover into the 1953 season, crushing filberts for oil or reducing prices suf 
ficiently to attract certain foreign and United States buyers to stock up for the 
1953 season There have been indications that the last of the three possible 
alternatives might be employed, and that some feelers have already been sent 
United States and foreign representatives with this in mind. At this writing 
large-scale sales at reduced prices have not yet been reported, but in view of 
the existing situation can be expected within a relatively few weeks. There is, of 
course, always the possibility of adverse weather during the next few weeks 
which would reduce crop prospects and in turn lead Turkey and other producing 
countries to hold remaining stocks for possible better prices next fall. This 





possibility, however, is at present considered a remote one, taking economic and 
political factors into account. 

In conclusion, the present situation has all the earmarks of a possible build- 
ip of inventories in our domestic market which could make the 1953-54 season 


difficult 
Sincerely, 
W. R. SCHREIBER, 
{gricultural Economist, 
International Commodities Branch. 


Mr. Anpresen. You know the present administration has only been 
in for 65 days; isn’t that correct / 

Mr. BreckenripGce. This matter has been in the White House for 
2 months. 

Mr. Anpresen. I am not offering this to criticize you, but I suppose 
the filbert question is just kind of peanut business when it comes to 
the other problems. 

Mr. Breckenrince. If you please, Mr. Chairman, not to the filbert 
erowers, it 1s not. 

Mr. Anpresen. I know that, but I do not think any criticism is 
warranted against the present administration in view of the shortness 
of time with which the Administration has had an opportunity to 
become familiar with the filbert situation. 

I am in accord with your views that filberts should be protected 
the same as any other domest ically oCTOWN commodity but I think you 
ought to give President Eisenhower a little time and also Secretary 
of Agriculture Benson. 

Mr. Breckenripge. Delay is fatal in this case and that is the reason 
we are very much concerned about it. 

Mr. Anpresen. You recommend a change, then, in section 22, or in 
section 104, so that filberts will be taken in under—what I believe 
you want is mandatory import controls. 

Mr. Breckenrincr. On filberts and other products. We feel that 
other people facing the same problem have the same right that we 
have to proper import controls. 

Mr. Anpresen. I think I understand the viewpoint of the gentle- 
man but there are many things in this great government of ours that 
the Chief Executive and his staff must become acquainted with—many 
problems. ; 

Mr. Brecxenripce. We hope it does not take them much longer, in 
the case of filberts, because it will be too late. 
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Mr. Anpresen. We can say the same thing about the dairy industry. 

Mr. Breckenriner. I agree with you, sir. 

Mr. ANDRESEN. The holes in the wall are ben Oo plugged up ana, 
as the gentleman knows, the present law, sectio 104, expires Ol 
June 30, 

Mr. BrecKENRIDGE. Yes, sir. 

Mr. ANpresen. And while this committee is primarily dealing with 
import controls on dairy products we are elad to have your views on 
the filberts and the other commodities. and I assume that you also 
favor import controls for dairy products. 

: Mr. Breckenripcr. We very definitely do, sir, and that is what T am 
here to testifv for. Iam citing the filbert case to show that remedies 
how provided in existing law other than 104 are not effective and 
cannot be relied on. In our opinion, if the dairy industry or any other 
industry is going to get effective relief from excessive imports, they 
are going to have to have mandatory legislation by the Congress. 

L think industries have rot to rely on aia l p to date. at 
least, it has been made abundantly clear that we cannot rely on the 
administration, on the existing remedies in the fae which give discre 
| tion to the administration. 

Of course, there are tremendous free-trade pressures 1n this admin 
istration, the same as there were in the last administration. 

Henry Ford has advocated free trade. Paul Hoffman, who is one 
of the President’s advisers, is an out-and-out free trader and has so 
testified here before this Congress. He takes the position that we must 
Increase imports to close the dollar g: ap. If anvbody gets injured we 
will put them on relief and train them for new industries, says Paul 
Hoffman. 

Mr. Anpresen. Tam a little afraid that Henry Ford wants to manu 
facture his automobiles over in foreign countries with cheap labor 
and ship them into the United States. Possibly someday the members 
of the automobile workers’ union will wake up to that fact. 

Mr. Brecktnrince. | certainly hope they will, sir. I have noticed 
that Congressman Hunter, of California, has introduced a bill, which 
he says at the request of Henry Ford, to put automobiles on the free 


list. 
If the automobile industry and if the automobile worker s’ union does 
‘ hot support that bill, they will certain ly stand convicted of insincerity 


in supporting free tr ade or incre asing imports for other commodities. 
For example, on automobiles, the y have a 10-percent tariff in the 
Tariff Act of 1930. We have conducted several trade- agreement nego 
. tiations with all of the principal foreign countries producing automo- 
biles. Yet the automobile tariff has never been cut as the dairy prod- 
ucts have and as have most other products. I wonder why. If they 
are sincere in their advocacy of free trade, they should come before 
this committee and other committees and urge the passage of Con- 
vressman Hunter’s bill which is H. R. 3482. TI havea copy of it here. 
In that connection, I have a copy of a letter here that I wrote to the 
chairman of the committee and I would like to introduce that in the 
record if I may. 
Mr. Anpresen. You may have it placed in the record. 
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e elimil n of the I ed S port tariff on autmobiles, which now 

ind 0 perce! I dvoca he ¢ tination of that tariff is in line with 

e rept statements of management of the automobile industry for many years 
past rhe record of hearings of the Ways and Means Committee are full of 
milar stutements by recognized representatives of other manufacturing indus- 
ies, CO ercial and agricultural organizations If we take the total of all of 
ese, they represent a considerable portion of the so-called protected industries. 

It would therefore seem that the W s and Means Committee and the Senate 
Finance Committee should respect the opinion of these men and their predeces- 
rs by enlarging the free list lhis would go a long way toward meeting the 
deas ose who advocate rrade not aid’? and would establish the present 
idm ion and the present congressional! leadership as doing more than has 
been done under the reciprocal tariff jn sions of the act, toward the improve- 


ment of international trade. 


Of course, there are many industries 
tect f thev are to continue to exist 


been hardest hit under the agreements 


A\vreements Conferences Mi Hunter 


reach other commodities which might be 


with the aesires of those inte re sted In 
of those commodities. 
Yours very truly, 


in this country which vitally need pro- 

These are the industries which have 
made at the General Tariff and Trade 
bill, H. R. 8482, should be expanded to 
well placed on the free list in accordance 


the domestic manufacture or production 


C. L. Evanson, President. 


Mr. Breckinrince. Also, in order to show that the existing remedies 


do not work and are not effective, we should like to analyze the opposi- 
tion to section 104 and dairy import controls. 


Mr. Anpresen. Is that covered 
Mr. BrecktNripGe. No, sir: it is 


n the vel tleman’s st itement 4 
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Mr. ANpDRESEN. Our time Is running out and we h 


ness. Would the gentleman prepare an additional st 
os 


he would lke to mention to the committee 4 


Mr. Breckinringe. Th will take only a minute. 


ierring to: the \(merican Karn Bureau Kederat on 


ave another wit- 


atement 


What 


al d t} 


on what 


I was re- 


e cotton 


ind wheat groups who have been leaders in advocating re¢ peal of section 


4 and effective import controls on dairy products themselves stand 


beh na absolute MIport quota protection on cotton a 


my feeling that if they do not come in and ask for 


repe il 
] ] 


import quotas then their test mony fo1 repe al of 104 shou 


regarded. 
That concludes my statement, 
Mr. ANpresen. We thank you very much. 
The pre pared statement of Mr. Brecki ridge is a 


I EN oO J IN BRECKINRIDGE, ATTORNEY FOR HI 
BALLARD & Loos 


My statement ll deal only with section 104 of the Defe1 


sat. It is 


ot those 


1 be dis 





I e Produ n Act 
under which import controls are authorized on dairy and certa other products 
We advocate an amendment of section 104 so as to extend its operation to othe 
commodities and the extension or reenactinent of the sectio ended 

rhe amendment we advocate ha een introduced in the mn i. bill, H. R 
4032. by Congressman Hunter of California It w ntroduced under date of 
Mareh 17, 1953, and was referred to the Banking an (urren Cc mHittee The 
amendment designates the present s¢ 104 a l a ikes a 
Slight ite! l ll ( uiuLe l ! the ub I ng it 

( } iso e ¢ ‘ ( re ed The el S dade the 
present section 104 and designated in the ame ment para iph (b 
authority to control impor f other cor dities es nine 
is under the present section 104 henever such « {1 j eeme necessary 
p oO] ite by he Pre ale >] e I 1¢ I 

Section 104 as amended, would read as follow 

Sec. 104 Im] contro f f and oils ! ding bea 
a fatty acids, and soap and soap } er, but exe | 1M ‘ 
eum products and onuts and coconut produ peal butter, ese, an 

her dairy products, and rice and rice products are necessa for th ectiol 

f the essen S¢ rity interests and nomyv o e | States exis 
ng emergency it tern onal rel ! ne sil the 1 ted States ¢ 
l ch con od Vv or ] vlue I t ited ( I es = he Pre 
dent determine ter fir ! Sor I \ Iré not 

1) il iir or reduce the d ( D et 1 od rod 

below present oduct lev« } S ( eve stl se il 

Avriculture may deem necessal \ of domestic nd I i col 

(Z nterfere with the orde a ( S ke ( 1 Ss l 

mmodity or product, o1 

(oO) re lt in any unnecessary burden or expen ‘ nder al Governme! 
price-support program 

(b) In addition to the commod ( and p ts eferred t ~ 
(a), the President is authorized to exe1 st adi hnister, and e! ree su ( 
trols over imports of other commodities or products as he shall dee necessary 
or appropriate to promote the nation defense, upon estigation and recom 
mendation of the Secretary of Agriculture in the case of agricultural mmod 
ties or products thereof; or, upon investigation and recor endatic of the 
Secretary of Commerce, in the case ¢ nonagricultural commodities or product 
thereot 

The necessity for some form of effective and mandatory ji ort control on 


dairy and other products is illustrated by the fact that none of the 
remedies provided in law have proven timely or effective when relief 


ted States acts like 


needed The great purchasing powel of the people of the Un 


a magnet to pull the products of other countries to our markets eve1 
many cases we already have sufficient or excess supplies of the same goods. This 


existing 


is really 


though in 


particularly true of agricultural products. In such situations import controls 



















































I e sary not o7 nrotect our own rkets a nst the demoralizing effect 
of a flood of low-cost mports added ilready burdensome surplus but also 
ne the fore ' produ S Get he eount es where shortages in such 


int ' ( ( slat is needed on the subject 
n vy existing remedies con ned in the statutes are inadequate. This can 
ank Nem dinine is vrief revié nd ar s of existing laws and their admin 


Section 22 of the Agricultural Adjustment Act, as amended (7 U. S. C. 624), 











es il sition of quotas or import fees whenever the President finds, on 
of nvestigation and report by the Tariff Commission, that any ' 
are being or are practica ( n to be imported into the United States { 
atlas pe ditions and in sufficier lantities as render or tend to render ' 
: a nateriallv interfere 1 anv prog operation undertaken i 
ler the Marketing Agre ments Act, tl mi Conservil n Act, section 52 ij 
‘ loan, purchase or other programs. On its face this would appear . 
rocedure that ought to afford effective relief. However, in practice and ry 
er ne the 18 vear ‘ nactment, this statutory provision ; 
“e Ww t 
In the first ] e it does not ap] ess there 1 Fede program in eXist 
enc: There ar frequent] { tio! i ‘ essive imports are the sole 
] res .a don t t tural mmodit d there is no oecasion 
for a d estic support * assistance 1 { t x the sole purpose of 
9 ports Also there are oceasions, like figs for example, when the con- 
oral nerate indet ‘ he of a State iw rather than the 
led In su nstances tl o the State pr ra has exactly the 
} e ol} f es as a Federal p I 1 have he modity is not eligible 
Sect 22 relief becaus e prog! erated under one of the Federal 
eferred to in section 22 
I thermore, there is frequent ! ti e! s to whether a Federal 
is in existence For example der s¢ on 32 (7 U. S. C. 612c) the 
Dey tment of Agriculture may y { ograms for the purchase of com- 
d n surplus or may make benefit payments to encourage their exporta 
ive on it ther than normal trade channels. It is the position of the ; 
Department of Agriculture, when programs of this character are conducted from 
to time over a period of years, that there is a contil ne program in effect 
nd that relief under section 22 should be accorded whenever imports become 
exc ‘ The Tariff Commission, however pparently takes the position that 
‘ ediate purchases or benefit payments are presently authorized and in 
ef t. no Federal program is in existence Thus the Government may spend 
ims f money to purchase 1s pilus that has heen occasioned by 
( e imports and then as soon as the purchase has been completed, authority 
no longer exists to control imports; whereupon further excessive imports come 
a equire anothe1 purchase or d ersion prozra inder section 32 Such 
esult is absurd f course: but that appears to be the wavy in which this law is ' 


‘ erprete ind Imit ere 
In the second place when a commodit Ss under a program that the Tariff : 


‘ sion consider is being in effect elief under section 22 is accorded only 
a d exnet © proceedil nd the relief is granted only grudgingly 
ant fatall. In the 18 years since the enactment of section 22 there » | 
e he only five proceedings that ressed to the stage of a Commission 
1 investigat ’ \ the effort to htai relief under this section 22 
ed cet ‘ he hurdle of prelir ary il tigation and the required 
1 h he Pr dent t he 7 ( I titute a nvestigation 
In those f it have pre essed to the estigation stage, relief has come 
I ‘ ! VS al SI] nade f Long staple cotton is an 
x ey ¢ ‘ f ‘ } ! mn ry eure Although section 22 
e heel! hor wer ind thev have heen so ’ 
f ; ‘ rzed. ft] } lomest taple tton production has been 
| I d \ ( t tl ! s been faced with the necessity 
f foreign pros | ng staple tton (an essential in war | 
+ ox EE Spee Fy 
Mh . ; q ad hta "4 ! he rare ceases it has heen | 
‘ he strated by tl f vestigation which is investigation 
N f +} f ‘ ss ; 


for relief under 
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section 22 were filed by some of the tree nut groups in November 1938 and March 
1940 Investigations were never instituted pursuant to those applications. 
Following excessive imports of various tree nuts in the postwar period, the 


principal growers, processors and distributors of American tree nuts filed an 
ipplication with the Secretary of Agriculture on September 10, 1948, requesting a 
preliminary investigation concerning the effect of imported tree nuts on the 
arious Government programs administered by the Secretary of Agriculture, 


nd a recommendation taat the President cause the Tariff Commission to make an 


estigation and report as provided for in section 22 It was not until over a 
vear later, Januar 1950. that the Secretary of Agriculture recommended to the 
‘vr oI 


President that the Tari Commission be requested to make an investigation. 








the President then further delayed such request u1 April 18, 1950, and o1 
the same day the Commission instituted investigation No. 4 
Henrings were held on June 27-28, 1950. By that time the excessive imports 
hich had been pouring into this country in 1948 and 1!49 had so depressed 
prices that the market was completely demoralized. However by the fall of 1950, 
‘ the Commission was ready to act, marketing conditions had so improved 
hat it was unnecessary for relief to be accorded with respect to imports at that 
time, although such relief had been badlv needed in 48 and 1449 By the 
spring of 1951 it was obvious that almonds were again in trouble by reason of 
arge imports, but the Commission could not be induced to hold further hearings 
t that time and it was not until the fall of 1951 that hearings were held suc 
earings were first set for September 5 but at the request of the importers were 
postponed until September 12 Also at the request of importers and over the 
protests of the American producers, the time for filing briefs is delaved unti 
October F The Commission did not issue its report ntil Novembs 8. 191 The 
President then issued a proclamation on December 10, 1951, establishing ar 
mport fee of 10 cents on imports of almonds in excess of a quota of 4,500,000 


pounds 
All this delay occurred notwithstanding the fact that the statute directs that 


investigations under section 22 shall be given precedence Domestic producers 
vere forced to price their almonds on the basis of ow WwW rld prices because no 
mport ontrols were imposed it the time the major sales for the yvear took piace 
and thus the primary advantage of relief under section 22 of maintaining a 
reasonable price to growers was not made effective even when granted too 
ttle and too late The almond industt is still suffering from the excessive 


mports of recent years 
In the third place if a commodity is successful after prolonged agony in 
tainiy some form of import restriction, the State Department apparently 
considers it to be its prerogative to promise the foreign producers that the im 


port control will be discontinued On April 16, for example, the Seeretary ¢ 
announced an exchange of memoranda with Italy on trade policy The 
Wing y the Italian newspapers headlined that Washington will oppose 





further restriction on imports of almonds and other commodities from 
to the United States, There is atached a photostat copy of an article in 
the Italian newspaper Il Globo of April 17, : 








The committee may be in 


terested in having a translation of this article from some source outside the 
State Departinent so as to compare the Italian rsion of the Secret ' promi 
with the announcements made in English at the State Department in Washington 
Not only in connectior th the Italian exchange but also in notes to Great 
sritain and Belgium, the State Department expressed concern at the growing 
number of American industries that are seeking relief from excessive imports 
So here we have the strange spectacle of the Secretary of State, instead of 


defending an order issued | 


advising the Italian Government that he is concerned about the growing demands 
f American producers for some reasonable regulation of imports and strongly 
ntimating that the influence of the State Department will be opposed to the 
continuation of an uch controls as may now exist The fig case and many 


iv the President imposing import controls on almonds 


ESCAPE CLAUSE PROCEDURE 


Section 7 of the Trade Agreements Extension Act of 1951 (19 U. S. C. 1364 
provides a procedure for escaping the adverse consequences of injudicious re- 
ductions in customs duties made under the so-called reciprocal trade agree 
ments program. The escape clause authorizes relief in the form of restoration 
of the reduced duty or imposition of quotas. Prior to the enactment of the 
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6021) : functions and duties not otherwise specifically delegated ere redele 
ted o the persons ho exercised them betore ‘ eorgvanization pla! 

It : appears that e published re ations respect to antidumping 

| edures are not being followed \d e has been ceive t t the regulations 

e been amended but that the changes Lid How ie ( ed because thes re 

dered “restricted material.’ Such procedure is cleat a violation of the 


\dministrative Procedures Act 
There is attached hereto brief on the subjec inder date of Am 5. 1952, 


‘ i 
which goes into further detail 


SECTION 836—EQUALIZATION OF COSTS OF PRODUCTION 











Section 336 of the Tariff Act of 1980 (19 1 S.C. 1336) authorizes increases in 
’ duties to equalize differences in costs of production at home and abroad. Such 
reauses can be made only after investigation by the Commission after public 
earings and notice. Here again long delays are inevitable by reason of the type 
proce lure contemplated by the statute But an eve nore serious obstacle to 
e ellective relief by this pi dure is the difficu tc dete g costs of pre 1 
broad Whe tatute uthor Z s the Commi sion to a ept s ¢ ence ot the 
f production, when such cost is not readily ascertainable, the weighted aver 
ige of the invoice prices or values fo representative pel d and/or the average 
e Sé g price tor a representative perio But me thstandi 
rit investigations have been made which resu na clusion by the 
Comission that there could be no findings on whicl »> base a ¢ ve in duty) 
I example, i n investigation undertaken by the Commission pursuant to 
‘ n 336 with respect to almonds the Commissior f eport unde ate 
November 10, 1949 Lhe application tor he vestigation had been filed by 
he ¢ ifornia Almond Growers Exchange on Ju S, 1948 The nvestigation 
instituted on September 16, 1948. A field investigation was made and a publi¢ 
‘ ng was held on December 3, 1948. In its report of 117 pages the Commis 
oncluded that it was unable to make a finding as to almonds, under sectio 
6 of e Tar Let owing to the fact that the available evidence on costs of 
duction in the principal competing country (Italy) does disclose adequate 
nformation on which to base a finding of costs of production of almonds in that 
untry The majori report then stated that the Commission was authorized 
vith ts dis etion to use invoice prices but held: 
the Commission has reached the conclusion that in this instance the 
ise of invoice prices as evidence of costs of production is subject to such serious 
mitations as to make these prices wholly unreliable and unacceptable for that 
purpose (p 8 of report) 
(wo members of the Commission dissented holding that the cost data were 
adequate to meet the requirements of the law and to permit a findi of the 
difference in costs of production in the Unsted States and in Italy The mi- 
nority commissioners recommended that “the President return this report to the 
rariff Commission and that he request the Commission to reconsider the mat 
ter and report to him a definite finding of cost difference in compliance with the 
requirements of the statute” (p. 12 of report). Nothing has happened since that 
5 time in connection with this proceeding and no action was taken as a result of the 
investigation. 
| SECTION 7—UNFAIR PRACTICES IN IMPORT TRADI 
' 
® Section 337 of the Tariff Act of 1930 (19 U. S. C. 13837) declares unlawful un- 
fair ethods of competition and unfair acts in the importation of articles into 
; the United States when the effect or tendency is to destroy or substantially 
njure an industry efficiently and economically operated in the United States 


r to prevent the establishment of such an industry or to restrain or monopolize 
trade and commerce in the United States. Upon a finding of such unfair method 
or act, the articles so concerned are excluded from entry 


Most of the proceedings undertaken under this section have been in connection 
vith unfair competition such as passin ff of forei nade ds as the product 


f a domestic manufacturer or sold under a well-known domestic brand. How- 
ever the act is much broader and would permit proceedings against the same type 
of unfair acts as constitute dumping 

When the California Almond Growers Exchange, after failure to obtain action 
on an antidumping application, sought relief under section 337, the Commission 
declined to act on the ground that the antidumping act provided a more specific 
method of dealing with dumping and that the remedy under that act should 
he pursued 
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A brief and petition for reconsideration on this subject are also attached. 
These conta a more detailed discussion of the statute, its history and the de- 
cisions thereunder. 

CONCLUSION 

‘rom the foregoing review of existing remedies, it is evident that no one, 
or combination, of them affords the prompt and adequate relief against excessive 
imports that is accorded by the provisions of section 104 of the Defense Pro- 
duction Act. What is needed is a rei vy stated in clear and unmistakable terms 
that cannot be ignored or misinterpret nd that is of a character that does not 
require prolonged hearings or detailed investigation. Such a remedy would be 
afforded for other commodities in addition to those presently named in section 


104, if the amendment here proposed were adopted. 
lor all of these reasons it is respectfully urged that section 104 as amended 
be continued in any extension of the National Defense Act. 


GLI S1A11 UNITI E 1L COMMERCIO ESTERO 


“Il Dollar Gap, dice Acheson 


non é solo un problema nostro,, 








L’incremento delle importazioni auspicato dal Segre- 
tario di Stato - La risposta al memorandum italiano 








Washington avversera ogni ulteriore restrizione 


ricano apprevo il 30 luglio 


In risposts al memorandum) d roduttori della 
a talCe — e 951 U testo Gefinitivo della 


sentato dalla Ambasciata|/California Il cont: 
aliana 2 Washington sulla|to concernente le mandorle 
questione delle restrigion! alle|verr& prorogato sengs una p 
sioni poste dagli Stat)/ventiva rigorosa inchiests sul 
Uniti, 1 Dipartimento di Steleffettiva situazione del me 
to ha fatto pervenire alla no-|to interno americano circa topomendole-al regime del con- 
stra ntansa una esau-|sto prodotto. ! 

asain testi contenente le se- 3) Ll Governo americano av- dei prodotti caseari. 

guent! assicurazion!: versera ulteriori restrizioni che| 5) Il Gewerno americano si 
1) Il Governo americano na/possono pregiudicare le -\dichiara perfettamente concor. 
dichiarato di condividere il|tazioni italiane. E’ noto attijde sugli effetti dannosi del co 
punto di vista italiano sulla|che in qyesti ultimi mesi erano|siddetio «Buy American Act»: 
massima importanza dello svi-jstate avanszate richieste di au-|ha promesso di rivederlo alls 
luppo degli scambi internasto-|menti tariffari sulle importa-jluce delis nuova ae 










nali considerati indispensabilijsioni americane di olio, dei vi-;Devesi a questo proposito r 
la piena valorizzazione del-jni, del marmo, dei motocicil,,cordare che il Governo itali 
e risorse economiche e delle/delle biciclette, delle pipe, ece.|no ha pit volte sottolineato 
forse lavorative necessarte per! 4) L’amministrazione con-|dannosi effetti di questa lege: 
assicurare la stabilita econom!-|tinuer& ad opporsi alla proro-|che stabiliace che non aj pu 
ca lle mazioni democratiche.|ga dei contingenti stabiliti per|procedere ad ordinazioni a dit 
2) Nessuna restrizione alle/{ _formagg! oltre alla data del'te estere salvo il caso in cu 
importazioni di olio d’oliva, re. giugno 1952. A tale riguardo|i loro premgi siano inferiori d 
strizioni che erano state chieste va ricordato che i Congresso |#lmeno il 35% ai_nrerzi-om= 





LEGAL DUTIES AND FUNCTIONS UNDER HE ANTIDUMPING AC r, 1921 
(Prepared by: Pope, Ballard and Loos, Karl D. Loos. Joht Breckinridge, John F. 
Donelan, attorneys, Washington, D, C.—April 5, 1952) 


LEGAL DUTIES AND FuNcTIONS UNDER THE ANTIDUMPING ACT, 1921 


I. STATUTORY BACKGROUND 


During the period after World War I, American producers and the domestic 
markets of the United States were seriously threatened by a flood of materials 
from foreign origins, offered in the United States at amounts considerably 
below fair value The situation was thoroughly investigated bv the Congress 
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ch value, than the cost of production) there shall be ed ted, and paid, 
in addition to the duties imposed thereon | aw ‘ dumping duty in an 
amount equal to such difference.” 

A reading of the Antidumpi1 Act. J ‘ es 1 that Con S 
enacted this legislation to solve a part and il } em of American 
producers, and in passing this statute CO hie end Judge Gar 
rett of the United States Court of Customs and Patent Appeals, commenting 
mn this Antidumping law, has observed 

It is evident from the history of this le slation, ame appears record, 
that Congress exercised great Care in drafting and considering it This ant 
dumping law was an innovation in customs legislation.” United States v. Cen 


tral Vermont Railivay Co (17Cc.C. P. A. (Cust.) 166. 179 
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1. Sp ale 
On March 4. 1952. tl California Almond Growers Exchange submitted a 
yo e United S es appra of me ! se at New York to issue 
pected dumping ind not of withheld appraisement reports with 
i e petition set rth in considerable deta th DASLIS O1 ( chahyve s Com- 
nd was supplemented by add nal data submitt n writing by the 


My John B inridgs : torne for t California Almond Growers 
reo? conferred in New Y k th Ds v United States Ap- 
\Mierchandis Neve ad «aise sed I irther l the evidence, 

fl ! t tuatic quarels nder the i f the Antidump 


‘ 1 
N York is the rt of ent f app! mately 90 percent of the almonds 
‘ ~ nt! fre Spail I the domestic market which absorbs 
GO ent « Americ: nd Lind New York is therefore 


0 t « e nd domest almonds 
rhe Deputy United State AD] ser of Me ndise at New York further 

| ed Mr. Breckinridge 1a ‘ f ( sureau of Customs at 
\\ } ton. United States an ers t ric orts of this country were 
rized to perfo ns under the Antidumping Act It 
Fo hea) ; a , { n nd duties ated and imposed 

l 


Ihe are presel el] irre { t t eln performe 


Phe ¢ fornia Almond Growe1 xchange SO i} y months ago, in 
June 1951, filed a similar com] gainst almonds of Italian origin, “This 
demonstrated quite clearly at er situation in oli n of the Anti 

I g Act, 192] 
Over 9 months have elapsed since the f ¢ of that petition and the California 


ge has not s much as received n acknowledgment 


It is common knowledge that there exists and has existed an oversupply of 





dome ( nds in terms of the needs of the American market Recognizing 
the Tariff Commission has imposed an additional 10-cent duty on foreign 
monds The marketing orders of the Department of Agriculture have directed 
it 25 percent of American almond production is surplus, to be diverted to non- 

my] channels such as oil or : al feed As recently as March 26, 1952, 
Feder ty ernment announced it intention to subsidize over 7 million 

nds of onds to remove them from the oversupplied United States market. 


Phi dditional diversion to oil or animal feed will cost this Government over 


The Antidumping Act does not ins ay affect the right of foreign exporters 
Am<é 1 im] to bring ‘ ndise of foreign origin at their fair 
ue It is only the international unfair trade practice of dumping below fair 


: i FTI CUSTOMS TO CIRCUMVE? 
Hi 

\ ! e1 mm ! ( Departn perfor ng the 

¢ l pose¢ ] 60 ( tl AY ( m] Act are a 

Ay slat t the fun of the appraise) r the persons 

g ppraisers have been transferred to the Secretary of the Treasury under 

teorgal tion Plan No. 26 of 1950 erely scratches the surface. On analvsis it 


Sect n 1 of Reorganization Plan No. 26 of 1950 (5 U. S. C. 1832-15) provides: 


I 1 1 me ‘ 
I ept the ise provided bsectio b) of this section, and subject 
ms of subsection (c) of t SO n, there are hereby transferred 
S etar f Treas ! fa er officers of the Depart- 








ment of the Treasury and functions of a igencie nd employees of such 
Department 

Subsection (b) relates to fur is of hearing ¢ el ! Depa mel of 
the Treasury, insofar they are affected | he Adi e Procedure A¢ 
and functions vested in the Comptroller of the Curren Subsection (¢c) relates 
to the status of the Coast Guard. Section 2 of Re ition Plan No. 26 
empowers the Secretary ¢ the Treasury to delegat unctions to any other ofticer 
agency, or employee of the Department of the Treasm 

By Treasury Department Order No. 120, dated July 81, 1950, 15 Federal Registet 
6521, the Secretary of the Treasury redelegated such functio nd duties to the 
persons who exercised them prior to the enactment of Reorganization Pla 
No. 26 


Treasury Department Order No, 120 is rather brief and states 
‘By virtue of the authority vested in me by Reorganization Plan No. 26 of 19050 


it is directed that oflicers, employees, and agencies the Treasury Departmer! 

shall continue to perform the functions they were authorized to perform imme 
diately prior to the effective date of the reorganization plan, and authorize 
regulations and procedures in effect immediately prior to the effective date of the 
reorganization plan shall continue in effect until changed by the appropriate 


authority 


No change tl eatte hn accor e with law is been und 

There is me person a the port o New York wl perlorming e Tul 
of appraise nde ¢ Antidumpil \ct j ke t} t} Seere 
of th Pi Vv i ( . nae king the dut per | New Y k 
All efforts by Mr. Bre nri to determine fro he Bureau of Custo wl 
in fac cari ng on these duties have hee ebutted Indeed \I Lire é 

is told by the deputy United State | ‘ i nile 
A d iping Act had recently be menae | by rae ad 
reve ed to the publ he ise they were ¢ S ied estricted n el 

D1 ler | ne ! Mary ] 90, 1 » 4 gress ns! g 
Reorganization Plan No, 26 stated it wi prepared pursuant to Reorgan 1 
Act of 1949 

Nowhere in Reorganization Plat sO, 26 there v lunguage res 9 

difving iperseding, ¢ ibol he f Is oO praisers ‘ | 
n section 160 (hb) nd se 161 e Antid ping A 1921: th ul S 
were merely insferred to the Seer f the Treas As s ‘ Cre iy 
Department Order No. 120 t! sferred tl unctions back No ne change 
resulted 

It can be stated categorically that the duties and functions of ppraisers 
under the Antidumping Act are still in effect. Reorganization Act of 1949, title 
5, section 1352-7 provides in subsectior ny) (1) 

‘Any statute enacted, and any regulation or other action made, prescribed 
ssued, granted, or performed in respect of or by any ageney or functio ffeeted 
by a reorganization under the provisions of sections 1352-153z-15 of this title 
before the effective date of such reorganization, shall, except to the extent 
rescinded, modified, superseded, or made inapp ible y or under authority of 
law or by the abolition of a function, hare the same effect as if such reore ~ 

m had not been made; but where a1 Sli statute, regulation, or other action 
has vested the function in the agen from which it is removed under the plan 
such function shall, insofar as it is to be exercised after the plan becomes 
effective, be considered us vested n the agency nae which the function is 
placed by the plan {Emphasis added. | 


This shows beyond any doubt Reorganization Plan 26 did not abolish the 


duties of appraisers in appropriate cases of issuing notices of suspected dump 
ing and of withholding appraisement reports, pursuant to the Antidumping 
Act 

This is entirely to be expected. It would be startling indeed if such carefully 
considered legislation as the Antidumping Act, 1921, were to be eviscerated 
and nullified by Reorganization Plan No. 26, which was in effect no more than 





a “housekeeping” enactment relating to a department of the executive branch 


of the Government. 

















Zt Z pA \ DUSTRY 
I 1 STIG ”N I I ( DI PROVIDED tI Hi} \ rIDUMPING ACT 
NISTRATIVE PROCEDURE ACT 
\ Was pointed it previ SiV i I Ss memorandum inder section 160 (a) of 
Antidumping Act, whenever the Secretary of the Treasury finds upon inves 
t an industry in the United States is being or is likely to be injured, 
evented f wing « iblished, by reason of the importation into the 
I ‘ States of a SS ( ind of foreign merchandise, being sold or likely to 
he ] ed S eS else ere ess tl ts fair value, the Secre 
ea ! oe té hat effect Chereafter, special dumping duties 
‘ nposed upon imports of the erchandise within the scope of such 
| eurly i e term rulemaking as defined in title 5, 
() e Admil ef edure Act 
R rhe part y agency statement of general or 
Dp} hilit nd future « t designed to implement, interpret, or 
‘ v4 wri les ‘ e organization, procedure, or practice 
g dd des the approval or prescription for the 
‘ es, Corporate nanci struc es or reorganizations thereof, 
yp ‘ ‘ ‘ ! llowances therefor, or of valuations, 
‘ b ! ipon any of the foregoing. ‘Rule- 
kin proce ) l tion, amendment, or repeal of a 
I 60 (b) the Secretary of the Treasury in making his finding as 
) g Ss implement iw and policy under the Antidumping Act and 
nly engaging i rulemaking” under the Administrative Procedure 
\ 
The A e Procedure Act further provides in section 1008 (da) 
1) Bye ney shall accord any interested person the right to petition 
he nee mendment, epeal of a rule {Emphasis added. ] 
e strat Procedut Act became law more than 5 years before the 
pet ! | complaint of the California Almond Growers Exchange 
ga t Italian almonds The failure of the Department of the Treasury even 
he petition and the refusal of the Bureau of Customs to permit 
nv discussior vith personne processing the petition reveal a contemptuous 
sre rd of the rht ven to the California Almond Growers Exchange by 
iW) ( rho e quo ed 
The Treasury De mel! ! \ ontend it one of the exceptions to the 
roy ons relating to rulemaking is where a “foreign-atfairs” function is ir 
olved Let that objection be set aside once and for all Senate Report No. 752, 
re g¢ to the Administrative Procedure Act, issued by the 79th Congress, Ist 
‘ 1, at page 15 states 
Che phrase ‘foreign-affairs functions sed here and in some other provisions 
f the bi is not to be loosely interpreted to mean any function extending beyond 
e lers of the United States but only those ‘affairs’ which so affect relations 
with other governments that, for example, public rulemaking provision would 
early provoke definitely undesirable international consequences.’ | Emphasis 
dade 
Here, we are concerned in the fina nalysis with a situation at American ports 
of entry action is taken pursuant t } itute enacted by Congress to protect 
at est Industry 


Both complaints of the exchange, the one against Italian almonds and that 
igainst Spanish almonds, are properly before the Treasury Department as a 
matter of law Under the Antidumping Act and under a program of conscien 

ous enforcement of that law, the submission of such petitions and the informa 

on contained should be welcomed by the Secretary of the Treasury and his 

Department in the performance of their duties, not be resisted or ignored. The 

California Almond Growers Exchange, producing 70 percent of the almonds 

grown in the United States, is an “interested person” in connection with what 

s in substance a petition for a rule relating to the dumping of foreign almonds 
e United States under the Antidumping Act, 1921 
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\ rHE AMERICAN PUBLIC IS ENTITLED, PURSUANT TO THE ADMINISTRA VE PROCEDURE 
ACT . 


», TO KNOW THI PROCEDURES UNDER Hy} ANTIDUMPING ACT CURRENTLY 
EMPLOYED BY THE TREASURY DEPARTMEN! 


Chapter XII of the Customs Regulations of 1937, issued by the Bureau of 








Customs, in the past set forth the “procedure under Antidumping Act A study 
of chapter XII indicates that substantial duties were imposed upon the United 
States appraisers. Essentially the same provisions are found in the Code of 
Federal Regulations, title 19, sections 14.7 to 14.17 

Nevertheless, according to Deputy United States Appraiser Meyerson at New 
York, appraisers are not carrying out their functions u the Antidumping Act 
m specific orders from the Bureau of Customs in Washington Che contentyon 
that pursuant to Reorganization Plan No. 26 the d es and functions of the 
United States appraisers are vested in the Secretary of the ‘Treasury has 
previously been scussed and need not be reiterated Iiowever, this point 
should be borne in mind. Repeated and persistent efforts by M Breckinridge 
in behalf of the exchange to ascertain what procedures rently govern notices 
of suspected dum] withholding of appraiseme eports have been turned 
side by the Bureau of Customs in Wasl ( Che shed regula 
not being followed; the regulations actually in use are ncealed from American 
producers by an arbitral idiministrative offi dom fhe Treasury Depart 
ment has shrouded this enti ubject ir iron curt ecrecy, The mat s 
set fortl e Federal Register of July 19, 1951 (16 Fe Reg. 6964), are no 
answer t lis fundamental objection In describing the d es and functions 
tppra sers, the Antidumpin Act is not even m tionet 

Vhis directly and substantially atfects Americar istry There is nothing 
requiring secrecy ; the very opposite true the public interest requires adequate 
I iLiol 

Chis curtain of secrecy is in dire lict with section 1002 of the Admin- 
strative I edure A vhich state 

Except » the extent that there is iny ved (1) al inction of the United 
States requiring secrecy in the public inter or (a) any matter relating solely 
o the internal management of an agen 

‘(a) Every agency shall separately state and currently publish in the Federal 
Registe 

‘(1) descriptions of its central and field organization, including delega 


tions by the agency of final authe rity and the established places at which, 
apd methods whereby, the public may secure information or make submittals 


or requests ; 


(2) statements of the general course and method by avhich its functions 
are channeled and determined, including the nature and requirements of 
all formal or informal procedures available as well as forms and instructions 
“as to the scope and contents of al papers, reports, or examinations: 

(3) substantive rules adopted as autho ed bu law and statements of 
general policy or interpretations formulated and adopted by the agency for 
the quidance of the public, but not rules addressed to and served upon 1 imed 
persons in accordance with law No person shall in any manner be required 
to resort to organization or procedure not so published | Emphasis added, | 


It is obvious that the Congress here sought to keep the American public ade- 





quately informed as to the procedures of administrative agencies The attitude 
and current practices of the Treasury Department (Bureau of Customs) under 
the Antidumping Act make a travesty of this provision 

Phe present situation is an intolerable one from the point of view of Ame! 
ican industry threatened with injurious dumping of foreign merchandise. For 
the quasi-paralysis of the United States appraiser at New York and appraisers 
at other ports removes the protectir to American industry normally afforded 
by the Antidumping Act, 1921. The present lack of any ascertainable procedure 
in use at the Treasury Department under the Antidumping Act has in effect 


resulted in a complete circumvention of the act 


VI. IN THE DETERMINATION OF THE AMOUNT OF SPECIAL DUMPING DUTIES THE TREAS 
URY DEPARTMENT IS OBLIGED TO ADHERE TO THE STATUTORY STANDARD 


In addition to inaction on the part of the Treasury Department, there is an- 
other means whereby the purposes of the Antidumping Act may be frustrated 
That is the use of an incorrect method of determining the amount of special 
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‘ ‘ G1 « ea L hie inguag ell 
\ftte » | VY has made i ia ain i 
160 ‘ i ( ol ict y a ] 
ll + ( I hil @1N 
rch ¢ t} rrel S ( ( d tl Tover2 
] ‘ nS I l d ‘ marke f 
H \ al none be d 1 
‘ ‘ 
I f l 60 il { tl t t oreig Ke 
‘ ! S b e price he me of exportat 
‘ I ed St h sue ‘ I e! ndi 
( f ( ) s S in the rine il m Ket ot 
¢ orte I ] sual wholesale quant ies and in the 
r home ! mption In the ascertainment of 
f he purposes of said sections » pretended sale or 
ey for sale f ded to estat hoa fictitious mar 
] ( e I | sis added. | 
es n tl] rd I irse of ide for home consumption in 
prir rke of Spain are the significant prices to be used in determining 
e sper ‘ dut after t Secretary of the Treas has found 
The foreign-1 ‘ e standard of measure must be used The ease of 
Cott & United State Ve. 6; Bis Cust.) 544 (1932) in 
dh HH. ¢ nan & Co. from Casablanca, Morocco 
I il 27 and 1928 he merchandise had been ex] 1 
( er! el f Moy 
the Tre i a finding of dumping under the Anti 
\ rhe | ed States ! er had found the purchase price of the 
! nge from $4 to 85 per ton, and the for 
eign market \ les to range from $7.52 to $7.58 per ton on the date of exporta 
! \ sy d ping duty wa OSe4 rdingh The case reached the 
United States Court of Customs and Patent Appeals via the United States Cus 
Court rhe appe te court concluded that the Customs Court below did 
he ment below nst the porter was aflirmed 
The detailed analysis by the ¢ t of Customs and Patent Appeals as to th 
‘ ire emploved in asses 1 he spe lumpil duty leaves no doubt that 
the statutory nguage means What it says. The appraiser or person acting as 
)) e1 nile e Antidumpil \ s very specific responsibilities whict 
may not be supplanted by vague for ie or glittering generalities Presidin 
Jud ( thar n | opinion stated 
It w e observed that seve eC l¢ ents enter into a consideration of foreign 
\ e unde aid section 205. First, the merchandise or goods similar 
eto must be sold or freely offered for sale to all purchasers Second, the 
f sold or offered in the ordinary course of trade Chird, it must be 
| otfered for h e consumption, or, in the alternative, for exportation to 
our es other than the United States” (p. 353). 


The importer unsuccessfully sought to obtain a reversal of this decision, bu 
he Supreme Court of the United States denied certiorari (289 U.S. 750 (1982) ) 

That the function of appraisement under the Antidumping Act is a very real 
nd tar e one is also illustrated by another case, C. J. Tower & Sons v. United 
States (71 F. 2d 438 (C. C. P. A.,*Cust.) (1934) ) In this case an appraisement 
by the United States appraiser was rejected by the court because no valid 
ippraisement of the goods in question and no ascertainment of foreign market 
\ 1e or cost of production had in fact been made by the appraiser 


II HE POLICY OF THE ANTIDUMPING ACT MAY NOT BE DEFEATED BY THE USE OF 
UNREALISTIC, MANIPULATED tATES OF EXCHANGE IN THE CONVERSION OF 
FOREIGN CURRENCY IN ASSESSMENT OF SPECIAL DUMPING DUTIES 


(here are indications that the Treasury Department has an erroneous con 
ception of the standard to be used in measuring the special dumping duties pro- 
led for by the Antidumping Act. As has been shown, the basic standard is 
the foreign-market value of the foreign merchandise—the price at which such 
erchandise or similar merchandise is sold or freely offered for sale to all pur 
hasers in the principal markets of the country from which exported, in the 
usual wholesale quantities and in the ordinary course of trade for home con 
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umption In the instant case, the country involved would be Spai: \ 
s a sizable domestic market in almonds, 
The Spanish Government has been engaging in manipulation of the exchange 





ite between American dollars and Spanish pesetas The present official 

f exchange is 10.95 pesetas per dollar This is also the rate used in lov 
transactions in Spain involving American dollars Howeve! nm the st 
ertain commodities, and specifically in the case of almonds, the Spanish Gover 
ment has been utilizing special, varying so-called export rates in whic 
imber of Spanish pesetas per dollar is gre itiv increased when export Lon 
iimonds is involved 

In other words, let us say that the official rate of exchange is in effect, and 
lumping is found in the case of almonds from Spain Phe Spanish Gove 

hen increases the rate of exchange between pesetas and dollars, by a specia 
export rate specifically applicable to almonds By this purely mechanical cur 
rency manipulation, having nothing to do with the foreign-market alue 
almonds in the ordinary course of trade within Spain, the special dumping dut 


d be avoided, if permitted This would be done any time the occasion «de 
nanded—and the Antidumping Act could be twisted and turned with the charge 
by Spain in such special almond export rate. Congress intended no such a 
esult. The reality is what counts 

Bearing in mind that under 19 U. S. C. 164 the foreign market value, that is 
the market value in the markets of Spain is the significant test Such artificial 
changeable, fictitious special export rates on almonds must be rejected. The 
official United States-Spanish rate of exchange must be used, if the act is to 
achieve its manifest purpose. 

The Treasury Department would apparently rely upon the case of Bar 
United States (324 U. 8S. 88 (1945)), as a basis for utilizing such special expo 
rates which exist entirely at the whim of the Spanish Government 

With regard to this decision it is to be noted, first, the Antidumping Act was 


not involved in the Barr case, supra \ transaction entirely disconnected from 
the Antidumping Act was being considered in ordina duty assessment o7 
goods paid for in British sterling bought on the free market from a New York 
bank No special rate or rates of exchange created by foreign governments to 
rustrate the enforcement of a United States statute was before the Cour 

Secondly, the Tariff Act of 1930—not the Antidumping Act, 1921—was the 
governing statute. Mr. Justice Douglas, writing for the majority, indicated 
the importance of the policy embodied in a statute in determining cases under 
the statute At page 92 he indicated that when it could be shown that the yx 
of the staute might be defeated or impaired, a differer result from the one 
reached would have occurred 

Mr. Justice Frankfurther wrote a vigorous dissent, in which he was joined 
by Mr. Justice Black (Mr. Justice Jackson did not participate in the cor 
sideration or decision of the case.) the primary concern of the dissenting 
justices was that the decision might be sweepingly applied in the delicate field 
of international finance They realistica y pointed out the nique chara 
teristics of 

“* * * multiple rates for a single currency—with their effects upon the flow 
of goods and upon international economic relations and the opportunities they 
afford for highly organized manipulations of exchange (324 U. S. 83 


at 97.) 

A reading of the Barr case indicates quite clearly that it does not go beyond 
ts own special facts In the case of the Ant dumping Act, 1921, the paramount 
purpose of the law is to protect American producers from dumping This could 
be completely frustrated by the manipulation of currency exchange by foreig! 
governments Hence, to paraphrase Mr. Justice Douglas, the artificial specia 
export rates created by fiat of the Spanish Government would defeat the policy 
of the act 

The manipulations of the Spanish Government also come squarely within the 
ban of section 164 of title 19, exeluding any sale or offer for sale intended t¢ 
establish a fictitious market in the ascertainment of foreign market value 


VIIT ARBITRARY AND CAPRICIOUS ACTION OR FAILURE TO ACT BY THE TREASURY 
DEPARTMENT UNDER THE ANTIDUMPING ACT SUBJECT TO JUDICIAL CONTRO! 


e It is recognized that the methods of investigation under section 160 (a) of the 
Antidumping Act to a considerable degree are left to the judgment of the Secre 
tary of the Treasury Hlowever, as was pointed out by the Court of Customs 


115 > c:3 18 








he st 





DAIRY NDI 





ent A ‘ . he ease of United States Central Vermont Railway Co. 
Li Pe we 48 at 172 (1 n making his investigation 
fhe Secret y of the Treasutr s mandatorily required to make public 
pe hich dumping duties may be assessed, in a certain contingency 
hen, after investigatic he finds that an industry in the United States 
‘ ire prevented f m being established by reason of the 
into tl nited States of a class or kind of foreign merchandise, and 
ere e of cl ss or kind is being sold or is likely to be sold in the 
States or elsewhere t le tha ts fair value If he finds such condi 


eee choi f st promulgate the order. He has a broad 
n the methods he shall adopt in finding his facts; he has 





aj ‘ ‘ 
he f are rund. In finding the fair value of imported 
< ‘ re thar ppraisers and collectors and ports have been doing 
‘ Emphasis added. ] 
( 7 to t ePXtel hat the « if the Secretary of the Treasury under 
4 dumpit \ i inis in the Secretary’s actions are subject to 
l review ler the Administrative Procedure Act (5 U. S. C. 1009). 
rt n 1 ‘ Ww even ( I ce to the functions of appraisers Or 
‘ Ss acting ppraisers under the Antidumping Act The duty, in appro- 
case ‘ irre! situation relating to foreign importation of 
nds of is ng 1 ces of suspected dumping and of withholding appraise 
el I ( l i onas, 1s andat 
I Ad strative Procedure Act came into being after more than 10 years 
ful study by the Congress of the United States Its most fundamental 
4 ») the arbitrary exercise of power and abuse of authority by 
‘ ral ad rative agencies 
N nger may these administrative agencies run roughshod As was stated 
Cir t Judge Frank of the United States Court of Appeals for the Second 
l I case ider the immigration laws), Mastrapasqua v. Shaughnessy 
ISO F. 2d 999, 1002 (1950) ) 
( ts have no power to review administrative discretion when it is a reason- 
} er’ ed But, in appropriate circumstances, they can com pel correc- 
rh ( if s etion or can compel an official to exercise discretion 
has ol ru i failed or refused to do so * * [Emphasis added. ] 
1 re of the Secretary of the Treasury even to acknowledge the petition 
nae he Aj imping Act against the dumping of Italian almonds after 
‘ pse of Y months, the concealment prese ntly existing as to the procedures 
‘ by the Sec tary of the Treasury and his Department under the act, 
nd the intransignent refusal of representatives of the Bureau of Customs to 
I representative of the Califor Almond Growers Exchange even to 
SI the ter with personnel charged with the handling of the case if 
nde any actiol is been or is being taken, all combine to warrant the judicial 
ul m so effectively expressed by Judge Frank above 
IX. CONCLUSION 
| disturbi : ation when it strongly appears that a Department of 
f ecutive branch of the Government is ignoring the statutory mandate of 
e nzress of the I ted States I s function of the executive branch 
f the Government to entorce the laws of the United States, not to ignore them 
Antidumping Act is still a law upon the statute books of the United States 


st be enforced Che “dumping” of Italian and Spanish almonds must 


opped and the sanctions of the antidumping law applied now. The injury 


0 American producers must be checked forthwith. We have not reached the 





Ir (rovernimen Coon 


this cour Vy where acts of Congress are repealed by the executive branch 
} 


gress has been ignored long enoug! 
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FORE THE UNITED Sratres TAnrIrr COMMISSION \ COMPLAIN UnNbER OATH 
ALLEGING UNFAIR METHODS OF COMPETITION AND UNFAIR ACTS IN THI 
IMPORTATION OF ALMONDS INTO THE UN pb STA PARTICULA AGAINSI 


ITALIAN AND SPANISH IMPORTS 


ICATION OR I EDIATI NVESTIGATION AND 1 & ROM ENTRY INTO H 
UNITED STATES OF IMPORTED ALMONDS 
(Under the provisions of sec. 337 of the Tariff Act of 1930) 

The complaint of the ve named mplainant, Califor Growers Exchang 
spectfully shows 

1. Complainant, California Almond G1 ers | ge perative orga 
ation of over 5,000 American almond growers who produce, process, and market 
pproximately 70 percent of all almonds grown in the United States. Complain 
ant’s principal place of business is located at Sacramento, Calif 

ik. Tie ndersigned, on behalf of D. R. Bailey, gene anager of the Cali 
fornia Almond Growers Exchange, doe hereby allege unde math: (a@) Spanis 
Italian, and other foreign exporters and i orters of almonds into the United 
States have engaged nand are currently atte bipting to engare in: 

1. Unfair methods of competition, and 

’. Unfair acts, in the importation of almonds into the United States, and 

b) That such unfair methods of competition and such unfa practices il 


uport trade tend to substantially injure the American almond growers and the 


American almond industry, which is and 
yperated in the United States 
111. Briefly, the facts on which the allegations of this complaint are based are 
1. That Italy and Spain have in the recent past sold and currently threaten 





( s been efficiently and economically 











to sell almonds in the United States at le than their fair value and/or cost 
f production and make up the difference through various improper exchange 
transactions, through three-cornered or multiple-cornered barter transactions 
ind through various other methods of selling almonds in the United States at 
ess than their fair value and/or cost of production, under circumstances which 
onstitute unfair methods of competition and unfair practices in import trade 
which are declared unlawful by section 337 (a) of the Tariff Act of 1930 (19 
U.S. C. 1387 (a) 

2. Section 337 (ce) of the Tariff Act of 1930 (19 U. S. C. 1337 (c)), provides 
that 

Che Tariff Commission shall make such investigation . as herein re 


juested 
§. Concerning the effect or tendency of these unfair trade practices and unfair 
nethods of competition in the importation of almonds into the United States 
» substantially injure the American almond industry, it is sufficient to state 
that because of the numerous recent investigations of the American almond 
ndustry and almond import trade conducted by the Tariff Commission indicating 





such to be the case, it is unnecessary to give a detailed statement of the mond 
ndustry facts in this complaint However, stated briefly such unfair trade 
ractices and unfair methods of competition tend: 

a) ‘Ko injure and nullify the attainment of the objectives of the Federal 
narketing agreement and order program supervised sand operated by the United 
States Secretary of Agriculture, under which he has declared 25 percent of the 
American almond production to be surplus and required that such surplus al 
monds be d sposed of lh mncompeth Ve channels 


b) To injure and nullify the recent action of this Tariff Commission and the 
President in imposing a tariff-quota on the importation of almonds, which tariff 
quota was designed to prevent injury to the Federal almond-support programs 
onducted by the Department of Agriculture and to prevent injury to the Ameri 

in almond growers The Tariff Commission has already officially found that 
even fair imports tend to nullify the United States Department of Agriculture 
programs and to injure the American almond growers 

(e) To nullify the recent section 52 diversion program of the United States 
Department of Agriculture whereby the Department of Agriculture is spending 
over $2 million of the American taxpayers’ money to subsidize the diversion of 
suprplus almonds to the production of oil and for feeding to cattle 

Recently, and at the very time this complaint is being filed with this Com 

ission, an official delegation from Spain, under the auspices of the Spanish 
Government itself, is present in this country seeking ways and means to dump 








of Spanish nonds, offered 
ke tos nin ot he 
onds a ible for expo 
the el l ond 1 l 
| ustr 
is that ev the slightest ur 
i ba n ‘ ere n 
he United States cause 
eff dl ¢ no 
d ay g ( to Americal 
ms a 0 the Ame! 1 fax 
Supp of these allega 
i Oo hve gag yteal my rf the 





as appendix A 
he Tariff Commission her 
‘ 
Ss requested that the Tarif 
request the Secretary of the 
other foreig! monds inte 
pleted, pursuant to the pre 
Vhich reads as follows: 
that any article is offered or 
es in violatie of this sectior 
e the Secre y of Treas 
ry thereof until such invest 
be « plete except th 
1 prescribed by the Secretary 
the President. dated April 
mds, except under bond, pend 
ced with an extreme emergency 
d under severe limitations of 
Farill Commission order al 
‘ m1 the matters above set 
‘ United States growers and 
ull documentation by all evi 
t the Tariff Commiss 
evaluate other evidence pe 
dily available to the Ameri 
owe! exchange, prays that 
of the matters alleged herein 
hold public hearings thereon 
nd transmit the final findings 
ed States, and prays for such 
n shall deem proper in the 
general manager, California 
. 


By JOHN BRECKINRIDGE, 
{ttorneyv, Washington, D.C 


Munsey Building, Washington, 
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BEFORE THE UNIT! STATES ‘TARIFF Co ISSLO PETI RECONSIDERA 
rlioN—A COMPLAINT UNDER OATH ALLEGING UNFAIR METHODS OF COMPETITION 
AND UNFAIR ACTS IN THE IMPORTATION OF ALMONDS INTO THE I ITED STATES 
PARTICULARLY AGAINST ITALIAN AND SPANISH IMPORTS 

SEAPPLICATION FOR IMMEDIATE INVESTIGATIO AND EXCLUSION FROM EN 

ii ITED STA S OF Pp » A iS 
(Under the provisions of see. 337 of the 1 fr Act of 1930 
The California Almond Growers Exch e, pe lone m Ap > filed a 
plaint alleging unfair methods of competition and unfair acts the por 
ion of almonds into the United States, particularly against Italian and Spanis 
mports Che complaint alleged act hin the p ‘ f section 337 of the 

Varilt Act of 1950 sv letter dated Apr 10 hon ‘ ‘ isl fied tha 

the complaint had bee dlismisse thout investigation or hearing on the 

vrounds tha ipparently hie i = allege ere covered b he \ 

dumping Act of 1921 
Petitioner hereby equests th: the Pat ( mm ion reconside s decis 
dist he complaint and gra D er a hie ng he pose of pro g 
s allegations 
Petitioner is informed id believes the unfair acts alleged in its com 

plaint are covered by section 9 of the Tar \< In support of nelu l 

petitioner has attached hereto a memorandut PF points a ithorities 
It e event the Commission adheres to its position, petitioner requests that 

he Commission set forth more fully and completely the reasons « hich the 

Com! ssion reached its conclusions Specih ill petitione asks that the fo 

owing questions be considers 
1. Whether the complaint failed to state facts sufficient to support its claim 

for relief’? 
2. Whether the complaint was considered frivolous in that there is no basis 


for bringing the complaint? 

3. Whether complaint was dismissed solely because the facts indicate petitioner 
as a remedy under the Antidumping Act of 1921? 

1. Whether the complaint should be dismissed even though another less ade 
quate remedy has actually been invoked and relief granted is found to be 
inadequate? 


Petitioner urges that these questions be considered fully and discussed ‘n the 





of this action ithout hearing or investigation 
Respectfully submitted 


Commission’s dismiss: 





Signed) JOHN BRECKINRIDGE 
{/torne for California Almond Growers Pachanae 


Pope, Ballard & Loos, Karl D. Loos, John Brect ridge. John F. Donelun 
Dickson R. Loos, attorneys 


WASHINGTON, D. C., Am 3, 1952 





Sectio 5 ee Tlie Tariff Ac of 1930 was taken f ar lt [ he ict 
f 1922 Senate Report No. 37, Tist Congre | ession 1929 tates 11 
the onlv changes were to clarify the review provisions the ¢ t of Custo 
ind Patent Appeals 

Going back to the Tariff Act of 1922 he congres ! tention in enacting 
ection 337 is clear bevond doubt ™ ite Report No. 505 page >», 67th Congress 
2d session ) reported on this section as follows 

The provision relating to nfair methods of « mpet n in importation of 

goods is broad enough to prevent every type and form of unfair practice and is, 
therefore, a more adequate protectiol! © American industries than any anti 
dumping statute the country has ever had 

There can be no doubt that Congress intends to write sta t¢ road enough 
to cover acts alleged in petitione complaint he Senate committee report 





sjid it was designed to guard against all ty f unfair t de practices (om 

















eg } f It SS] e bet be SOM 
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‘ of se on 337 his provision was elir report explaining 
6 ce t IS ideq ite re ed } adil ed as a means ol! 
na ve re el 
i tie ( ‘ SLO! aerivet trom he statutory history ot this section lead 
pposite res f t of the Tat (‘OMMISSIOI Conezress intended set 
! 9 ( | is of unfair acts it intended that this sectio should 
( emedy tl he antidumping statutes, and it was 
thle « nrote dome prod ers ft? { competi t 
’ foreign pri ers 
' SIONS oO 
‘ ‘ ling case ‘ whe al togethie e gone 
4 ‘ 9 4 eo ( sect n3 | ] ( } a) I> ( Corpo 
| |] 947 LOB0) the ¢ I had before tan unt pra ot nh the 
, a The Tat ( found « the fact n unital 
‘ ‘ ‘ ; sted There he ¢ I s | Wh 
. t I rel " li I Cts 1s ( (WUesSt le 
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( le t 0 i i efinit ‘ nia 
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e | ‘ s ! ene ‘ ‘ ble nd nd 
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‘ el broud ! held t) 

( ‘ ‘ ( 1} n ’ ction i! ‘ VD ( 
S ‘ ‘ ‘ ed of were n nf In ai ne 
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| . ne ue speakil ot sect 7) broad dad compreh sive I 
é rve fi ad tl VW ad ( ( t ot Ww I Is diseril nator 
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| recognizes the flexible connection of the phraseology “unfair methods of 
petition” and infair acts in the importation of articles into the United 

State Chis is an evolving terr Deliberate currency manipulation resulting 

in the e of articles into the United States by foreign exporters at less than 

reict irket e is of relatively recent origin 


broad enough to include new devices 


as the existing classic instances of unfair trade 


1 the language is not limited to “unfair methods of competition” 
t } 


Congress deliberate \ provided langu: 
it be deve loped as well 


practice Amn 








gl contended as having a somewhat restricted and technical 
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meaning; the language includes as well “unfair acts in the importation of ar 
ticles into the United States.” This term is broad enough to include anything 
done that has an unfair result in connection with the importation of any article 

Thus, the congressional intention in the enactment of section 337 has been 
recognized by the courts. These two cases both recognize that the language 
was intended to be broad and comprehensive; the only limitation being that such 
acts which have been declared not to constitute an unfair practice in prio1 
decisions may not be considered as in violation of section 337. The court deci 
sions emphasize that section re 
is nothing in any of the court opinions which indicate that the remedy under 
section 337 may be pursued only if there is no other remedy available. There is 
much to indicate in -he legislative history and the court decisions that section 
337 Was enacted to provide a truly adequate remedy covering all cases of unfair 
acts in importation of goods 

The complaint alleges unfair acts in the importation of articles into the United 
States within the meaning of section 337. The result of the Tariff Commission’s 
action can only mean that, on review, a court must send the case back for iu 
vestigation and hearing t 1] 








337 was enacted to protect domestic industry Ther 





to determine whether the acts alleged can be proved 
JOHN BRECKINRID 


{ttorney for California Almond Growers Eaxrchanae 


Pope Ballard & Loos, Karl D. Loos, John Breckinridge, John F. Donelan, and 


Dickson R. Loos 


STATEMENT OF 0. R. STRACKBEIN, ATTORNEY, REPRESENTING 
PRODUCER GROUPS 


Mr. Anpresen. Mr. O. R. Strackbein, representing several producer 
groups, would like tom ike a statement. 
Mr. Srrackpern. Mr. Chairman, my name is O. R. Strackbein. I 
am chairman of a newly formed group known as the Nationwide Con 
mittee of Industry, Acvriculture. and Labor on Import Export Policy 
This committee has been organized on behalf of prod cing 


h import competition. The rep 


Yr org 


n this country that are concerned wit 


resentation is nationwide in ero ips and organizations representing 


agri ulture and 1] d IStry, mMmMmnMne, fisher les, and labor 
We are quite familiar with the problems that are created by import 
competition. In the past years of war and postwar economy t]) 


dangers of Import competition were not as great as we ant cipate they 
will become, tor several reasol i We had Nh th S countrv a sell r 
market. Consumer ce mand was so great that it absorbed all of do 
mestic production and all of mports at high prices, 

However, as the a 
after the war and as t 
the war came back into production, it was to be expected that 


cumulated war demand was caught up w 
he foreig) contries that had been di rupted hy 
seller’s market would give way to a buyer’s market, and actually that 
did oecur in 1949 and 1950, a1 d at that time mports began to be very 
troublesome. 

Then. of course, as we know, there was a setback in the pacification 
of the world, the Korean war broke out, we went into the defer <e@ 
program, and again we went into a seller’s market. 

Assuming that there is not a further outbreak which would increase 
defense expenditures, then we will again, before long, face a buyer's 
market. as we are already doing in some segments ot our et onomy. 

Under those circumstances it becomes extremely Important that 
these elements of industry and agriculture and labor have reasonable 
protection against the injurious effects of imports. 
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limports hich produce no injury in a seller’s market can inflict 
igvreat deal of da age md injury i buver’s market, under conditions 

en domest plus begins to appear. 

That is the day against which we are making these reparations, 
mid e think that the time is how. Lt s not well to wait until the 
day that the crisis is upon us, because once the crisis is upon us it 

become extremely d ficult to halt it. 

Once a deflationary spiral sets In, 10 1S extremely difficult, as we 
KNOW from past experience, to halt it. 

Therefore it is much better to put the house in order beforehand. 
In that respect I want to say that not only does this apply to industrial 
produ ind the products of our mines and our fisheries, but it cer 

ipplies to the dairy industry ind other agricultural pursuits. 


qd certaintlv @vo on record as upporting efforts to institute meas- 


1] make it possible to meet the extreme dan vers of lMport 


hen our domestic production 


Mr. Goupren. I would lke to know how broad your group is and 


il ndustries are parvth pating 11 this effort to protect American 
dustry. American labor, and American agriculture. 


Mr. Srrackpern. Mr. Golden, I can submit for the record the names 


t the Groups a d the org@al zations that appeared at the meehing 
ch was held on the 5th of March in Washington and whi h set up 


s itionwide committee. 
I ean at th time name for you the principal VTOUDS that were 
ere, f you so de re. 


Mr. Gotpen. I do not want to take up the time of the committee but 


I wish vou would submit that, and I would like to comment that I 
think that that is the broadest and best approach we have had to the 
roblem that not only confronts us in the dairy and in the farm indus 
tries but in mar \ other industries here in America. 

Mr. Srracksern. I might also, if you so desire, submit along with 
hat list a Copy of the declaration on tariff and trade policy which was 

al mously adopted at that time by this nationwide group. 

Mir. ANDRESEN. That may be included in the record. 

Have you studied the so-called Bell report / 

Mr. Strackpern. I have; yes, sir. 

Mr. Anpresen. They recommend virtual free trade for this country 
' suggest that Americans who are displaced in industry and agri 
culture go on social security and that the Government undertake to 
vorkers and farmers from one point of the country to another 


‘ ' ] 
Vere ey Cah secure WOrK 


Ove 


Do you have any comment to make on that report ? 

Mr. Srrackpern. I would like to make this comment: One, that 
here are a great many more workers than indicated in that report who 
vould be affected by imports. They come down to a figure of some 
60.000 workers. . 

Of course, that figure is absolutely ridiculous. I would like to know 
by what sort of method, by what formula they could ever arrive at 
l extremely low figure. 

Mr. ANDRI SEN. There are powerful groups who have endorsed that 
including labor organizations, farm organizations. big busi- 


ness mMdustrie that were oO! that con mittee. and if looks to me very 


DAIRY INDUSTRY 73 


much as though this group is recommending 
numbe pacer age emer 

Mr. Srrackserin. Mr. Chairman, the other comment was this: that 
the time hen workers are displaced in this country by imports is get 
erally the very time, as I have indicated before, whe we 
buyer’s market. 


the liquidation oT a large 


Thos se are the times when mports do thei greatest damage W he 
you displace thousands of workers in a small industry during such 
times, they can hardly be expected to move bag and baggage to Detroit 
or Pittsburgh, because in those places they will also be in a condition 


of tioht employment. 

The absorption that is called for in that report will simply not tak 
place. The kind of absorption of which they speak absorptio! by 
new industries—takes place not in a time of economic surpluses; 
takes place in times of economic expansion such as Wwe have had 1] 
the last 10 years, but the very time that they would call on the 
industries to absorb the lis} laced peop le is the very time that those 
industries are 1n the » poorest condit on to make the absorption. 

Mr. Anpresen. If our country follows the philosophy recommended 
in the Bell report, do you know of any quicker way to reduce thi 
ee people ¢ 

Mr. Srrackpern. I ca aes conceive of any. The idea, aga 
that the large in ceabalad a 1 absorb the employees displaced in agi 
culture and in the smaller industries is simply ridiculous. 

Moreover, of course, if it is our purpose to create higher and greater 
concentration of anitel and ot manutactuy Ing el terprises, one wav to 
do it is certainly to encourage low-priced imports, because it is the 
low-priced imports, striking at the smaller businesses, that will put the 
latter out of business and make for greater concentration of capita 
because it Is general Hy the large mass production industries that can 
withstand the foreig 

Mr. Goupen. I would like to observe that it is my opinion that tl 
would take its toll first in small businesses, but if we adopt the theor 
of free trade it won't be long until the large businesses in America 


1) competit on, because of their mass prod 


re also liquidated 

Mr. Anpresen. I really don’t know of any better market here for 
big industry than the market here in the United States. 

Mr. STRACKBEILN, The U) ited State of course offers the | ieest mas 
market in the world. There are 155 million people in the United 


1 ; 
) rer market than this country 


lar 


er to gain the benefits of mass 


States ves: as long as they are equi] pp cl wil h purchasing power, there 
is no better market l the world. ( 

provides is actually needed in a 

production. 

The large industries in this country that spill over our market 
and export are not cainine any additional advantages that come from 
mass production. 

The American market itself is large enough to confer all the ad 
vantages of mass pro duction. The export markets for automobiles 
as such are not necessary in order to improve the technological pos 
tion of the automotive industry. 

The American market itself provi les adequate scope for all the mass 
] roduction that is necessary to give low unit cost. 

One comment I would |i ke to make and that is on the question of 
quotas. Of course, we are aware that under the trade agreements 
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program the United States Government took the position that import 
quotas represented the most restrictive form of trade barriers, and 
therefore we agreed in the general agreement on tariffs and trade, 
fo outlaw import quotas. 

Then there were certain exceptions established in that agreement, 


ut in general the policy was to eliminate all Inport quotas as rapidly 


is possible and to outlaw their use except under specially stated 
reul tances 

Most of those circumstances a ot applicable to the United States, 
Out, 1m my judgment, it was a great erro! to take sucel in attitude 
oward import quotas 


I beheve that mport quotas a method that n many mstances 
erior to actual tariff rates and that Import quotas may 
be utilized to ll iplement, f vou Want to Use that word, a liberal 
trade policy. 

Import quotas, under certain circumstances, as In protecting against 
njury ina buyer's market, are much superior to tariff rates. 
Mr. Anpresen. Do tariffs really mean anything when you consider 
the reduced rates that have been announced during the past 17 vears 


lue their 


when you consider that all of these countries ean deva 
rrel Cy at any time that the \ please ¢ 

Mr. Srrackeern. The tariff rates remaining today are generally, 
oft course, much lower than they were when the trade agreements 
program was lau hed. The protective etfect on the average has been 
reduced by 7) percent. 

Mr. Anpresen. We thank you very much for your statement and 
we will include as a part of your statement the material that you 
have prepared. . 

Mr. Srrackpsern. Thank you. 

The document referred to is as follows:) 
LI OF ORGANIZATIONS REPRES! ED AT MEETING ON TARIFFS AND TRADE, 
WASHINGTON, D. C., Marcu 5, 1953 


Band Instrument Manufacturers, Domestic, Tariff Committee 
e Institute of America, In 
Manufacturers’ Institute, Ine 


Bookbinders, International Brotherhood of (A. F. L.) 


(a us Cutlery ¢ 

Cattlemen's Association, American National 

Chie eal Manufacturers’ Association, Synthetic Organi 
Chemical Workers’ Union, International (A. F. L.) 

Che s’ Association, Inc., Manufacturing 

Cherry Growers & Industries Foundation 

M hino Cherry & Glace Fruit Association 

Ni York Cherry Growers Association, Ine 


New York State Canners & Freezers Associatior 
(‘hina Association, Inc., The Vitrified 


Coal Association, National 
Cordage Institute 
Cotton Manufacturers Institute, Ame i 


Dairy Industry Committee 

N | Cheese Institute 

\ can Butter Institute 
National Creameries Associatio 
\ 


lilk Industry Foundation 


Diamond Match Co., The 


Fig Institute, Calif 





j 
; 
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Fish Canners’ Association, California 

Fish Cannery Workers & Fishermen's Union, Pacific Coast a ie re 
Fisheries Association, Massachusetts 

Fishermen’s Union, Atlantic (A. F. L.) 

Fishery Products Division, National Canners’ Associatio 
Fishing Vessel Owners’ Association, Inec., of ‘Seattle 

Florida Fruit & Vegetable Association 

Glass Workers’ Union of North America, American Flint (A. F. L 
Glassware Association, American 

Glove Manufacturers, Inec., National Association of Leather 
Handwear Association, American Knit 

Harley-Davidson Motor Co. (motorcycles) 

Hat Institute, Inc., The 

Wool Hat Manufacturers Association 

Hatters’ Fur Cutters Association of the U. S. A 

Straw Hat Group 

Hatters, Cap & Millinery Workers’ International Union, United (A. F. J 
Hothouse Vegetable Growers, National Association of 
Kimberly Clark Corp. (paper) 

Lace Manufacturers Association, Inc., American 

Meat Packers Association, National Independent 

Meat Packers Association, Ine., Western States 

Milk Producers Federation, National 

Mine Workers of America, United 

Mushroom Institute, The 

Nut Growers Association, Northwest 

Oakville Co. Division, Scovill Manufacturing Co. (metal products) 
Paper and Pulp Association, American 

Pen & Pencil Association, Fountain 

Petroleum Association of America, Independent 
Photoengravers’ Union of North America, International (A. F. L 
Pin, Clip & Fastener Association 

Potters, International Brot} erhood of Operative (A. F. 1 

Regens Lighter Corp. (cigarette lighters ) 

Renderers Association, National 

Reynolds Metal Co, (aluminum ) 

Risdon Manufacturing Co., The (medal and wire goods 
Scientific Apparatus Makers Association 

Seafarers International Union of North America (A. F.I 
Seafood Producers’ Association of New Bedford, In 

Shenango Pottery Co 

Sunkist Growers (citrus) 

Tuna Research Foundation 

Vegetable Products, Ine., Basic 

Walnut Growers Association, California 

Wine Institute, The 

Wood-screw industry : U. S. Wood Screw Bureat 

Wool Growers Association, National 

Wool Growers, Paci fi 





{ TARIFF AND TRADE POLICY DECLARATION BY NATIONWIDE INDUSTRIAL, AGRICUL- 
rURAL, AND LABOR GROUPS 


\ nationwide campaign to sell the slogan “Trade, Not Aid’ to the American 
public was launched in this country several months ago. The campaign has been 
arried on in newspapers, magazines, and over the radio and television. Edito- 

als, cartoons, columns, and speeches have spread the slogan throughout the 





ountry. 

The theme of the slogan is that the countries that are reciving dollar aid from 
us should be given an opportunity to repay us in the form of goods. The Amer 
can public would thus be relieved of the burden of giving away billions of 
lollars annualy in the form of goods for which payment cannot be made. 

Recently Henry Ford II endorsed the proposal and carried it to the extremes 
of free trade, thus endorsing a proposal previously advanced by the Detroit 
Board of Commerce and others. 
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ol imports 1n a olmme equal to exports does not follow whe exports ave bee! 
highly stimulated as they have been by noneconomie « siderations lo treat 
our trading position as if the abnormal exports of the ind postwar period 
were normal would be to wrench our economy from its natural moorings. Only 
by state control of trade could a irtificia ince in our trade be force 
prematurely 

Heavy defense outlays have delaved the return of i ed foreign trade 
In 1950 trade was we on the roud toward balance when the Korea outbreak 
reversed the trend The road will be resumed if nor | mes retu \! 
orced balance in the mear le \ ib Tulse nd ute : 

». The freer flow of trade among other countries and wi the United Stat 
may be conceded as a desirable objective in the struggle agair ymmunis! 

However, the European need of a mass market in orce » gnin the economies 
of mass production nay be recognize without app ng e same dingnosis te S 
We do not sulfer from the same disease We already t nuss murket WW 
then take the Same medicine as E lrope? 

For 19 years t ave been sett vy i exan ( he ‘ ol I \ rid 
educing trade barriers kor reasons that will rema is cogent in the future, 
under the same conditions, as they are today, other countries will find reasons 
for erecting new barriers or maintaining existing ones. State-managed economies 
cannot accept laissez faire in foreign trade 

6. Many of our national resources may be appro ing the point of visible 
exhaustion. Over half of our total import volume is already free o ty. These 
free-list imports consist principally of raw product Our exports consist prin 
cipally of manufactured products or semimanufactures and contain many mate 
rials that draw upon exhaustible resources Steel and copper are examples 
Automobile and similar mass-production exports produce a drain on these tw 
and similar resources 

We export nrore than we import Iixports send materials out of the country. 
Sending them out of the cou try does not conserve them 

7. Domestic competition does indeed stimulate efficient and higher productivit 
if the competition is fair rather than destructive. Competition as such makes no 
listinction between the fair and the unfair, the constructive and the destructive 

Foreign competition that is fair is as welcome as fair domestic competitiol 


Means of assuring the fairness of foreign competition should be applauded as 
much as those for assuring fair domestic competition National minimum-wage 


laws were designed to prevent the depre ssion of wages as a means of underselling 


in the domestic market If that is good practice at hom t should have equal 
force with respect to goods produced abroad As competitive imports they, too, 
ean depress wages and at the same time break domestic prices and initiate 


nemployment 


S Our trade barriers are no longer hich Our average tariff has been reduced 
one way or another, by nearly 75 percent since the 1951-35 period We have 
mposed nontariff barriers very sparingly Qur averave duty on dutiable items 


is today only 12 percent: 20 years ago t was ov percent 


Our imports have expanded impressively since before the war. Compared 





with 1937 our per capita imports ive increased in physical volume by over 
30 Hercent 

hese are records it are probably unmatched in the rest of the world We 
have. indeed, gone too far in some instances We made wholesale reductions 
in our duties during prosperous years when competitive levels of imports could 
not be measured ] the meantime we have helped build up the competitive 
position of industries other parts of the world Che brunt of that competition 
still lies in the future, but we must get ready for it by adoption of a workable 
reme 

DECLARATION 
Stabilization of the American economy at a high level of production an 


employment is the most important single economic objective facing this country 

Suceess in achieving this goal is no less important to all other countries that 
have a heavy stake in the United States as an export market 

The problem of the dollar gap pales to insignificance in Comparison Where: 
this gap is in the magnitude of $4 or $5 billion a year, a decline of only 10 percent 
in our national income would represent a loss of over $25 billion Unregulated 
imports hitting a buyer’s market would soon accomplish such a result. 

Efforts to eliminate the dollar gap by further reckless tariff reductions to stimu 
late imports could, indeed, precipitate a recession that would quickly shake down 
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( ecom v by tens of billions of dollars We might thus, indeed, get rid of the 
‘ ur gap but return produce a gulf between our national output and our 
purchasit powel Better a gap than a 
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HE IMI Q SUITABLE INSTRUMENT FOR A LIBERAL TRADE POLICY 
By ©. R. Strackbein, Chairma the National Labor-Management Council on 
Foreign Trade Policy, January 23, 1955 
Import quotas as a protective device for domestic producers have been em 
ploved extensively by various trading nations during the past three decades 
he irse to quotas became intensified abroad during the depression of the 
early thirties The pi rpose, however, was not always hor W holly the protection 
domestic industry In many cases the quota was used as a means of protecting 
the nationa irreney by discouraging unnecessary imports 
The United State on her part, has utilized import quotas quite sparingly. 
She has adopted several absolute quotas in pursuance of particular statutes, 
ch as the Sugar Act, section 22 of the Agricultural Adjustment Act, and 
section 104 of the Defense Production Act In addition she has negotiated 
iber o t ff quotas” under the trade agreements program rhis type of 
q s, howeve not a true quota but represents a limited tariff concession. 
It simp ermits a given quantity of an article to be imported at a reduced rate ’ 
hile any imports beyond that figure must continue to pay the unreduced rate. 
Suc a quota may or may not be protective, depending upon the level of the 
inreduced rate If that rate is not protective, the imposition of a quota at a 
ower rate obviously confers no protective function 
Import quotas m of course, be used as highly restrictive devices against 
mports and if utilized in that fashion may be a more effective barrier to trade 
than the ordinary tariff Because import quotas were used in a highly restric- 
ner by other countries against imports from us our Department of State 
nwisely condemned quotas as such and sought their complete elimination 
Quotas ere and are often combined with other nontariff restrictions, such as 
lmport licenses, exchange controls, bilateral trade agreements, and tariff con 
essions In the aggregate these devices represent formidable barriers to trade 


ind are generally used to control and direct foreign trade 

On the other hand, quotas can be employed as an instrument for the liberaliza 
tion of trade, and in that respect may serve a highly useful purpose. They may 
be imposed, for example, not for eutting back the volume of imports but for the 
purpose of removing from imports their most damaging competitive effects. 
These effects, described below, are the most feared by domestic producers and 


are the most disruptive of domestic production, employment, and trade. By 
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freeing trade from this fear, quotas may produce conditions that are relatively 
favorable to imports and their continuation at high levels 
Under the most-favored-nation Clause a given tariff rate is applicable to all 


countries entitled to most-favored-nation treatment Under the United States 
acceptance ol the unconditional form of the clause this means at the present 
time virtually all countries except those under Cominunist control In other 


words, if the tariff on cigarette lighters is 25 percent, this rate will apply regard 
less of country of origin, with the exceptions noted 


The fact is that not all countries stand on an equal competitive level. A tariff 
rate, such as 25 percent, for example, that would be adequate against the goods 
shipped to us from countries in which the standard of living approaches ours 
would in many cases be too low to give similar protection against the same 
goods coming from lower standard countries. If, on the other hand, the rate 


were raised to meet the competition from the latter source, in this instance, 
say, to 50 percent, it might be excessive with respect to goods imported from the 
higher standard countries. Import quotas are free from this weakness. They 
could, moreover, be designed to assure to the higher standard countries a fair 
share of our importation of given articles, Whereas under a given tariff rate they 
might be at a competitive disadvantage in our market rhe tariff need not be 
increased and in some instances might be lowered or even eliminated when import 
quotas are adopted. Foreign producers would then enjoy a margin which they 
could utilize to improve the living standards within their own country 

The import quota, if properly designed and administered, will serve its most 
useful purpose at precisely the time when competitive imports ordinarily, in 
the absence of quotas, do their heaviest damage. Tariffs are neither as effec 
tive as quotas under such circumstances unless they are very high, nor do they 
offer the degree of flexibility that may be achieved with quotas 

To be specific, there are times, as in a seller’s market, when imports of pat 
ticular products can do little or no damage in our market for the simple reason 
that the market demand for these products is strong enough to absorb all the 
domestic supply plus imports at good prices. However, when production plus 
imports catch up with demand and the seller’s market gives way to a buyer's 
market, imports may inflict a great amount of damage 

When prices have reached their highest level and stocks or inventories begin 
to grow because of declining demand, thus reflecting sales resistance or slowness 
of consumers to buy, the market becomes highly sensitive and producers begin 
to exercise caution. The same is true of those who buy the output of producers 
A sudden fear of being caught with warehouses full of high cost stock seizes the 
producer while the buyer does not wish to load up retail shelves with high cost 
inventory. A widespread atmosphere of apprehensiveness is thus created 

When imports enter such a field with a competitive cost advantage the dangers 
of a market break are intensified. The condition is aggravated under such cir- 
cumstances by the natural efforts of domestic wholesale buyers, who have a 
chance of buying from domestic producers or from importers, to buy at the 
lowest prices. With the weight of growing inventories worrying the producers, 
the buyers are in the saddle. They are not slow to inform domestic producers 
that their prices are too high and that imported goods may be had at lower 
prices. 

The domestic producers, seeing themselves thus hemmed in, take the first step 
to protect themselves against heavy losses from a high cost inventory. They 
shorten the workweek or lay off employees or do both, hoping (1) to prevent a 
price cut by relieving pressure from excessive inventory, or (2) to contain 
the decline if a price reduction cannot be avoided, and (3) to work off their 
inventory by cutting back production, thus reducing their inventory loss 
reaching an adjustment at a new level. 

Such an “inventory adjustment” may succeed in arresting the deflationary run 
In that event no greater damage may be done to the economy than is connoted 
by the term “recession.” As soon as it becomes evident that the downward trend 
has been arrested and that prices have steadied, producers will recall their 
workers or, if they have merely shortened the workweek, they will begin again 
to operate at full time. 

If domestic producers have control of the situation the probability of thus 
arresting the deflationary movement is greatly enhanced. If, on the other hand, 
control is out of their hands, as it will be if imports continue to flow in at an 
unreduced rate, or if imports take up the reduction in output caused by domestic 
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) is ! ort l Ss] st be designed with this purpose in view if they 
‘ S netioy Witl ppronpi e flexibility that wil ermit partie) 
nm it n exna?r rket ‘ na shrinking one, such quotas will 
‘ e double n of sl ne osperity in a seller’s market and neu 
tl I i ! ’ t irke 
‘ S 4 n of i formula that will reserve to imports a 
er 4 ( oe the et ) vy imports during a previous repre 
‘ x lv ed as } sis or calculating the share of the market 
e se de for import \n example will clarify the formula. 
Assu this share to be 15 percent, and assuming further that average do 
} neg ( presel ve eriod =< been 1,000,000 units 
‘ ( he f mption during the current vear were estimated to remain 
OOOO O00 s 9a 150.000 un hare ‘ 15 percent) would be set aside for 
pp ‘ 1 Should dom C ¢ Wuption erease to 1,500,000 units, im 
- d be entitled to 225.000 unit ‘ 1D percent of the higher tigure) 
! nsumption sl ild decline to 500.000 units. imports would 
75.000 S 1D perce he reduced figure ) 
t ’ ‘ port clo to fit the market the latte would be pro- 
g fair re rictions on imports Protection of domestic 
e! ld « e from severa . (1) The volume of imports would 
‘ ted even if established at li evels 2) certainty would replace un 
! sessing imports as a market factor and domestic production could 
( inned re ( ( ale , pressure On prices Trom imports 
ould be eased sit he foreign exporter ld not sell more in our market by 
ng rices nd (4) plant improvement ould be made, more efficient 
pment and methods installed by domestic producers, secure in 
| edge that low priced imports would not disrupt the market and thus 
nvert pital outlays into white elephant 
P en for the consumer we n all ordinary circumstances be provided 
the fle ble provision wl h would permit imports to expand in pro- 
on to the expansion of the irket However, a further element of flexi 
jility should be introduced so that emergen market conditions might be met. 
DD st prod io ler certain circumstances fail to maintain its 
eve f output ay happen particularly in the supply of farm 
) s or in the fisheries Such a failure would ordinarily be reflected in 
seasonal declining inventories and rising prices In order to protect the 
msumer against gouging and profiteering, import quotas should be designed for 
pening nd reexamination under stated conditions of such falling inventory 
sand price increases, An additional volume of imports could then be author- 
ed over te period of time until the market deficiency was corrected. 
I er fle lity should also be introduced for greater protection of domestic 
roduce vho are caught in the toils of a deflationary trend that does not re 
pond t the ordinary “inventory djustments” referred to above Should do 
est nventories continue to rise contraseasonally even though prices have 
fallen, thus indicating a grave maladjustment of supply and demand, it would 
e de ble cut imports in proportion to the curtailment of domestic 
a { In order to make quotas su liciently flexible to meet serious econom- 
levelopment t uld be desirable to divide annual quotas into quarterly or 


n monthly periods. Seasonality in domestic production and in imports could 
s he 1 en into account Natural seasonal rises and declines in inventories 
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It is important under these circumstances to distinguish between “apparent 
sumption Which consists of domesti production plus imports, without 
regard to inventory trends, and actual consumption, which may be lower than 
pparent consumption hen ock re piling up This can only be done, how 
ever, When re je inventory reports are available Apparent consumption” 
nld not reflect: rising entorie the very time when the development of 
rpluses be Oo market stability (Actual consumption would reveal 
i trel of « l r buying and ld 3 ke p ble the adoption of 
preventive measure before detlitionary forces gain uncontrollable momentu 

Phe periol ol ( | t quota over the tar fas a preventive of market 
demoraization eC re vnized \ en thre OV ess of tariff adjus ent 18 

iken into account li ldition to this slowness in responding to emergency 
onditions, tariff rates are not readily t ored to produce desired effects rhe 
competitive leve it hich impo from different countries strike the domes 

irke together with the d rence in the capacity of domestic producers to 
meet price Compe on tron road ike tariff rates uncertain in their etfes 

The very fac that ¢ 1 cont! vere available would of itself introduce 

stabilizing irket influence While it re necessarily the magnitude of 

F Import volume that nflict compet e damage, since a volume equ! to less 
han © percent of the market may disrupt it under sensitive circums.ances, the 
vailability of a holding device ould minimize the characteristic disastrous 
reactions of markets ridden by f l When the volume of competitive foreign 
goods available for shipment to th arket at a price advantage is not known or 
the volume is known to be high, or to be growing, while the domestic supply is 
lready adequate to market demand, the threat of market disruption and injury 
contained in such prospective c " D soon materialzes as actual injury 
Whether imports increase in fact or not Inless, of course, a workable defensive 
nechanism is at hand 

The flexible import quota 1p e such a mechanism whereas a tariff 
rate would not do so unless vere high enough to be known to be distinetly 
restrictive In that event the tariff would unnecessarily restrict imports A 
quota could accomplish the function of overcoming fear by introducing certainty 
vithout dealing too harshly with import volume It would substitute contain 
ment and certainty for the blighting effect produced by the anxiety that goes 
With a tariff rate not high enough to allay fear, on the one hand, or the highly 
restrictive effect on imports of a tariff that is obviously high enough to overcome 
the e¢ onomie peri s of anxiety, on the other 

Import quotas are sometimes condemned for throwing trade into a strait- 
jacket ; and it is entirely true that they lend themselves to this end. However, 
the straitjacketing of trade may be accomplished without quotas, and this un- 
desirable effect of quotas may be avoided by the introduction of appropriate 
flexibility It goes without saying that under certain circulnstances and cer 
tain conditions of trade, tariffs are preferable to import quotas. This fact does 
not, however, rob quotas of their distinct advantages under circumstances such 
as those described above, 

Kor example, it is alleged that existing trade patterns become frozen when 
import quotas are employed. Of course, to repeat, quotas can and are used in a 
rigid manner; but they need not be. To avoid this rigidity a certain percentage 
of a quota may be reserved for flexibility in souree of supply (i. e., country of 
origin) if certain countries would have all the competitive advantages in the 
absence of such reservations and thus make it difficult for others to break into 

‘ our market. The very act of setting aside a portion of the domestic market, as 


suggested above, would insure an opportunity for expanding imports should our 
market itself expand. Furthermore, if evidence should accumulate at any time 
indicating the desirability of increasing the percentage share of the domestic 
market to be offered to imports, public hearings could be called to determine the 
merits of such a course of action 

The administration of quotas may be more complex than the administration of 
the tariff. However, where the product is homogeneous and readily counted or 
weighed or measured, quota administration is simplified. Moreover, if the tariff 
itself could safely be relinquished when quotas are established, double adminis- 
tration would be avoided. Any product that is suitable to the application of a 
specific or a compound duty would lend itself to quota control. Many such 
duties already exist in our tariff schedules. That other items would lend them- 
selves to such treatment goes without saying. [ven items that are heterogeneous 
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in physical characteristics or highly varied in composition find a common de 
nominator in dollar value and could thus be made subject to quota control. 

In view of the superiority of the import quota over the tariff in many ascer 
tainable instances, this method of regulating imports should not be surrendered 
merely because some countries have apparently abused the quota by using it asa 
highly restrictive instrument. Many instrumentalities that are in common 
use and performing a highly useful function could be and often are abused. 
That does not mean that their use should be outlawed. 


Mr. Anpresen. The committee will stand adjourned until further 
call of the chairman. 

(Whereupon, at 11:05 a. m., the committee was adjourned, subject 
to call of the Chair. ) 
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TUESDAY, APRIL 14, 1953 


House or RepresEnTATIVES, 
SpeciaL Datry SUBCOMMITTEE OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, D. ¢ 

The subcommittee met at 10 a. m., pursuant to call, in room 1510, 
New House Office Building, Hon. August H. Andresen (chairman of 
the subcommittee) presiding. 

Present: Representatives Andresen, Simpson, Dague, Lovre, 
Williams, Grant, Abernethy, Abbitt, Polk, and Jones. 

Also present: Representatives Hill, Hoeven, Harvey, Belcher, Me- 
Intire, es Harrison, and Wampler. 

Mr. Anpresen. The committee will come to order. We are privi- 
leged this morning to have with us the Secretary of Agriculture. Be 
fore calling him as a witness I want to make a short preliminary state 
ment so there will not be any misunderstanding as to the purposes and 
objectives of this committee. 

This committee was organized by the chairman, Mr. Hope, to make 
a study of the dairy situation in the country. The committee expects 
und is conducting a very comprehensive study of the dairy industry 
of the United States which, of course, is in a bad way when you come 
to figure what is going on in production, in prices, and in other rela- 
tive fields. The dairy industry is the largest segment in agriculture, 
so we as a Committee on Agriculture should be concerned about the 
future of this great industry. 

We began hearings of this subcommittee on March 17. We invited 
the Secretary of Agriculture to be with us in opening hearings as the 
first witness but he was not able to be present. We again invited him 
in the latter part of March and he had to go to Puerto Rico and could 
not be with us. 

We have invited him again today and he is here to present the views 
of his Department. Our committee is not primarily concerned with 
legislation, because several committees have jurisdiction over legista 
tion, on import controls. Our committee opened its hearings on the 
subject of the need for import controls without going into the legis 
lative end of it. We have numerous witnesses from the producers, 
from the processors, and from other branches of the dairy industry. 

All witnesses exc ept one are agreed that there is need for continued 
import controls. The only witness who appeared in opposition to 
what we were try ing to uncover was a man re presenting the 1 importers 
who are primarily interested in making money on cheaper aan 
imported from foreign countr ies, but I can say to you here : a to the 
press and to the Sec retary that the overwhelming opinion of the wit- 
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and are now being studied. A eood start is bee) made, and I am 
satisfied that the entire dairy industry will benefit when the work is 
completed. 

I will not try to minimize the size or scope of the job facing the 
dairy industry. Under the 1952-53 dairy support program announced 
r Mareh 51. 1953, the De partinent ae 


by oul predecessors and endin 


quired 143 million pounds of butter, 75 million pounds of cheese, and 
212 million pounds of nonfat dry-milk solids. Also, it must be re 
membered that most of these purchases were made during the low 
production period of the year—the period when stocks normally move 
out of storage into consumption. The }e Md of flush production 3s 
still ahead of us and there is no qitest that further substantiat 
purchases will be necessary. 

Phere is no true surplus of dairy products roduction and market 
Ing adjustments have lagged behind the needs of the time Price sup 
ports by themselves are not an adequate sol thon of the dan pro! lem 
The great need is for a sound market ne ; i promotiol | program 
During the vear ahead these problems must be squarely faced and 
resolved. That is why we welcome the w« that your s ibcommittee 


1S doing. 


TRADE AND AGRICULT' 


As a nation we have vained from trade w t] other nations. Wea 


have onine | by mporting some woods I t ca be produced more 
; I 
economically abroad. And we need foreig ukets for many Amert 
Cnt woods, nelud ng the products of Ame n farms. 
as | oO FP tho) ort. > at intarnat ty le }) ] | 
eak 4 the importance of interna trade, esident Iuisen 
owe vidi in his recent messaAne 
( trie ol only one part } vl pa of a larger problei., 
| I ) ( wes the het ad t ( Lbbome 
I f ! I ind se Suppor ( t able of ] ) 
ding oth the rv streneth to dete ESS n t sing pre lucti y 
I an improve gf standard 
Phese basie facts are hardly disputable. We want trade, we need 
trade, both within the United States an n international markets. 


Che problem is how to encourage a form of trade that will most nearly 
meet our needs. 
The problen S oft trade are comple a volving t economic and 


a plo mitic relationsh s between our ow) a othe nations. The 


? 
President recognized this in his recent message to he Congress when 
he asked for a “thorough and comprehensive reexamination of the 
The Department of 
Acriculture expects to part cipate in the reeXaminatio} proposed by 


th h certain im 


economic fe relon policy of the United sstates 


a i 
e President. Meanwhile, we must come to grips wit 
mediate problems. 


FRADE PROBLEMS RAISED BY PI *E SUPPORTS 


Manv of the commoditi neluded i e support and market 

hg order programs are sul rect to sub tial l port competition, 
] ] 4 ] 

In manv eases the pric support level is s =f inilvy above the world 


market price, even after illowance for the enstoms duties assessed 
against imports. When that happens, imports are attracted to this 


country from all over the world, inelu r areas whose products 
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would normally be exported in whole or in part to other countries 
where they naa be badly needed But the price support level in this 
Country ucts like al pow ! ful magnet to di iW these conmmodities out 
of their normal flow in international trade. When we seek to limit 
the effect of this influence. we are simply seeking to diminish or avoid 
the distortion of trade by the stimul s of an artificial influence, such 

as a price support program. 
| am sure the Congress would not enact a statute making mandatory 
the support of the world price of agricultt ral commodities at 90 per- 
eent of Amerient parity, Yet that what the present mandatory 
supports mean if we do not have a readily a Ulable and effective 
meth «l of cor troll gu Imports of those CO nmod ties or products whose 
es are maintained here above world levels by price support or 


arneting 


order programs. 
EFFORTS TO PROTECT OUR PROGRAM FROM EXCESSIVE IMPORTS 


li) recognition of the fact that a stimulation of imports can impose 
an intolerable burden on a price support program, the Congress en- 
acted section 22 of the Agricultural Adjustment Act. This section 
pros des for the Imposition ot Import quotas or Import fees whenever 
Mnports of any agricultural commodity or product thereof render or 
tend to render ineffective or materially interfere with any price sup- 
port or marketing order (and certain othe I) program. This Is per- 
manent legislation. 


SECTION 22 HAS BEEN LITTLE USED 


ol) section 22 was originally enacted in 1935, it was very little 


mousse th . 
It calls for investigations by the Tariff Commission after ree- 
ommendation by the Secretary of Agriculture. Ony five such investi- 


\l 


gations have been instituted in the past 17 years. Experience has 

shown that these investigations are often long drawn out and this pro- 
} } j } 1] .% 

| re has proved to be Wholly ihe iTe ‘tive to meet the probiem., 


Phis in indieated by our experience with wool. Wool-price sup- 


port 1 mandatory at such relation to parity between 60 and 90 per- 


cent as determined necessary to encourage an annual production of 
approximately 360 million pounds of shorn wool. Current production 

considerably below th ; goal, and wool is currently being supported 
at JO percent ot parity. Upon the recommendation of the Se« retary 
of Agriculture that Imports of wool were interfering with the wool- 


ram, the President directed an investigation under 
ection 22 which was instituted by the Tariff Commission and hear- 
nes were held commencing septe mber 29, 1952. Up to this date no 
report has been made by the Tariff Commission. Imports of foreign 
wool have been received in large quantities, and the marketing of 
domestically produced wool has been materially retarded. Commodi- 
ty Credit Corporation presently holds under loan about 100 million 
por nds of 1951- and 1952 crop wool, representing almost half of the 
1952 production. In the 12 months ending December 31, 1952, im- 


price support pros 


ports of wool have been 300 million pounds (actual weight basis, duti- 
able wool). We are simply immobilizing our domestically produced 
wool, and it is being replaced by imports. 
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SECTION 104 HAS BEEN EFFECTIVE BUT ARBITRARY 


Because of the failure of the executive branch to use section 22 in 
such a manner as to achieve the objectives of its enactment, Congress 
enacted section 104 of the Defense Production Act. This section ap- 
plies only to certain fats and oils, butter, cheese, and other dairy prod 
ucts, peanuts and rice and rice products. It requires that imports of 
such commodities shall be limited to such quantities as the Secretary 
»f Agriculture finds will not— 


(1) impair or reduce domestic production below current levels 
or such higher levels as deemed desirable, 

(2) interfere with orderly domestic storing and marketing, or 

» 


(3) result in an unnecessary burden or expenditure under a 
price-support program. 


Discretion is given to increase the import quota otherwise determined 
by 15 percent in the interest of international relations and trade. This 
legislation expires with the expiration of the Defense Production Act 
on dune a0, 1953. 

One of the first actions taken under section 104, following its en- 
actment in 1951, was to place import restrictions on butter as a 
protection to the milk- and butterfat-support program. Butter was 
embargoed, and restrictive quotas were placed on cheese. An embargo 
was also placed on dried skim milk; but no action was taken with 
respect to other dried-milk products. Thereupon a rapid rise occurred 
in the imports of dried whole milk, dried buttermilk, and dried 
cream. From insignificant quantities in 1950 and the first half of 
1951, these imports rose to a total of 50 million pounds in 1952. Ef- 
fective January 1, 1953, quotas were placed on these products. With 
the heavy accumulation of butter and other dairy products acquired 
under the support program during the past few months, it became 
necessary to embargo further imports of these products effective April 
Ll, 1955. 

Had it not been for these import restrictions, large quantities of 
butter and other dairy products would unquestionably have been 
imported. These Imports would have displaced in the domestic market 
corresponding quantities of domestically produced products which 
would have been tendered to Commodity Credit Corporation under the 
the support program. We would have been obliged to purchase not 
only our own domestically produced surplus but also all of these 
products that foreign countries chose to ship to us at prices just 
below the support level. Without these controls, the milk- and 
butterfat-price-support program could not possibly have been oper- 
ated without much oreater losses than are presently In prospect. 

The control of imports under section 104 is both prompt and 
effective. But it has been subjected to severe criticism on the ground 
that the procedure is arbitrary in character; and it has been the 
source of much friction in international relations. 


\ STRENGTHENED SECTION 22 


We feel strongly that Congress intended section 22 to be used and 
used effectively whenever necessal y to prote ct pr ice support and other 
programs. The statutory history cle arly so indicates. I am sure 
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that some effective means of controlling imports of agricultural com- 
modities and products is absolutely essential to the success of many 
of this Department’ programs. If commodities which are susceptible 
to import competition are supported in price, 01 if marketing is 
limited by marketing orders, marketing quotas, or the like, the quantity 
of the domestic products withdrawn from the market, in the absence 
ot such col trols. W il] simply he replaced by Imports of like competitive 
products from abroad. Such imports impair or destroy the effective- 


ness of the Department’s programs and prevent American growers 
1 


from deriving the benefits the programs are designed to atford them. 
With increasing competition appearing from abroad and with in 
creasing surpluses developing 1) this country, the future success of 
many of our programs is largely dependent upon the existence of 
adequate machinery for Import col trols and its prompt and effective 
utilization in all proper cases. 

Section 22 can and should he strenothened to meet this need. The 
President’s authority under section 22 covers all agricultural com 
modities, and products thereof, for which the Department of Acricul 

has a program. Moreover, it is embodied in permanent legisla- 
tion. The problem is not a temporary one; it will be with us as long 
i we have ny programs that keep our domestic prices above the 
world level. 

As I have already shown, section 22 has not been administered in 
the past in such a manner as to meet the problem. But it can be made 
an effective instrument by improved administrative procedure and 
by ipplement ne it with authority, I an emergency, to Impose the 
quotas or import fees within the limits specified by the section. on an 
nterim basis pending decision by the Tariff Commission and actior 
thereon by the President. sso strel othe ed, section vv would assure 
the protection of the Department’s price-support and other programs 
against interference or nullification by the distortions in international 
trade which such programs are | kely to create. 

Q)) \p 18. the following letter was sent by the President to Chair 
man Brossard of the United States Tariff Commission : 

THE WHITE HOUSE, 


Washington, ipril 8, 19538 


Drarn CHAIRMAN Brossarp: The Secretary of Agriculture has advised me that 


he has reason to believe that, on the sumption that section 104 of the Defense 
Production Act expires on June 30, 1953, articles now restricted under that see 
tion are practically certain to be imported under such conditions and in such 


quantities as to render ineffective or materially interfere with price support or 
other programs undertaken by the Department of Agriculture 
) 


In accordance with the provisions of section 22 of the AAA, as amended, I am 
directing the Tariff Commission to make an immediate investigation of this mat 
ter and to give precedence thereto, with a view to recommending to me such 
action as would be appropriate under section 22, having in mind the desirability 
ol pleting its findings and recommendations by June 1, 1953 

Sincerely 


Dwicht ID. EISENHOWER. 
Secretary Benson. In response to the foregoing letter. the Tariff 
Commission has announced the institution ot appropriate investiga 
. 0) 


22 Concer! i] d products ana other commodi 


tions under section @ dairy 
ties. Public hear Ings W il] be held on May 4 and 7. 
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EXPIRATION OF SECTION 


With the strenethening of section 22 1n the manner sugveste d, there 
will be no need for an extension of section 104. That section app lie 
to only a limited number of conmm wiities, nnd there are other commod 
ties, Su has wool, already mentioned, that need similar protec tion tor 
their price-support and other programs. Procedure of general appli- 
eability to agricultural commodities is preferable to a procedure 
limited to a selected list of commodities. 

Furthermore, section 104 goes beyond what is needed to afford pro 
tection to price support and other Department programs. Only l of 
the 3 criteria for restricting imports mentioned in the section relates to 
price support programs. ‘The other two criteria relating to impairing 
or reducing domestic production or interfering with orderly domestic 
storing and marketing can be invoked at price levels above those con 
templated by a pares support or marketing order program. Such 
authority was doubtless desirable during the war emergency, but as 
a continuing authority it is not needed. 

Section 104 was enacted as a temporary measure and carries a defi- 
nite expiration date. The problem of protecting price support and 
other programs against excessive Imports IS not a temporary one. 
Cheretore, this prob lem should be on a pr rhianent 
rather than a temporary basis. 

A proceeding before the Tariff Commission is bette uited to the 
development in an orderly manner of all relevant and material facts 
than is administrative action by an executive department. The Tariff 
Commission has had long experience in the conduct of investigations, 
it has a staff of experts trained in such matters and it is in position 
to afford full opportunity for hearing t to all interested parties. 





The Secretary of Agriculture is charged with the i and 
administration of price support and other programs. It seems only 
fair and just that his decision with respect to intel! ference with one 
of his programs should be subject to the review of an independent im 
vestigating body such as the Tariff Commission. An investigating 
body like the Tariff Commission gives all sides an equal opportunity 
to present their views. 

For the foregoing reasons, it seems desirable to effectuate a perma- 
nent procedure app vlicable to all agricultural commodities whe reby 
protection against excessive imports may be afforded price support 
and other programs of the Department of Agriculture, through a pro- 
cedure before the Tariff Commission. 

Mr. Anpresen. Thank you very much, Mr. Secretary. I am sure 
that some of the members of the committee would like to ask you some 
questions. I know I have a few. 

Secretary Benson. I was sure you would have. I will be glad to try 
to answer them. 

Mr. Anpresen. As I ene your statement, you believe that 
permanent legislation is necessary to have import controls of dairy 
products at the present time and also for the future. 

Secretary Benson. Yes, Mr. Chairman. So long as we have price- 
support programs which tend to keep our prices at a higher level than 
the world market it seems to me we need protection against imports 
and that would certainly apply to dairy products which are under 
support programs now. 
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Mr. ANprEsEN. I might say to vou, Mr. secretary, that I helped 
draft section 22 before this committee. 

Secretary Benson. I knew of your interest in it. 

Mr. Anpresen. And legally I thought at that time that it would 
serve a purpose of giving permanent legislation to initiate import 
control regulations in the event it was necessary. I might give you a 
little historv on section 104, as I was the author of it. In May of 
1951 Twas advised by the Department of Agriculture that they would 
no longer continue iiport controls or embargoes on butter or other 
dairy products. Butter had been embargoed under provisions of the 
Secon | W ir Powers Act, and immediate action Was necessary, and 
therefore we resorted to the provisions of section 104 so long as the 
executive branch of the Government refused to carry out the provisions 
of section 22. a1 d also of section S of the Reciprocal Trade Agree- 
ments Act 

The only tha vr We ¢ ould do to prevent A flood of cheaply produced 
imports of butter and other dairy products was to take the action that 
we did. At that time I felt that section 104 should be permanent 
legislation, at least for a period of 3 vears. A conference commit- 
tee ut that time thought that probably matters could be straightened 
out in 1 year, and the law expired on June 30, 1952, on that section. 
No change had taken place in the situation and the Government was 
still supporting the price of the butter and other dairy products and 
therefore it was deemed advisable, over the protest of importers and 
the executive branch of the Government, to reenact section 104 as a 
part of the Defense Production Act. 

Had the executive branch of the Government carried out the pro- 
visions and authority under section 22 there would not have been any 
need for section 104. T also want permanent legislation, because to 
go through a fight like this every year is difficult and tiresome, and I 
know that it causes economic upheavals, just like davlight-saving 
time. Your statement and recommendation to this committee will be 
very helpful. 

Our test is how the law will be administered. I cannot go along 
with the statement of Mr. Linder of the State Department, nor of 
Mr. Short who does not recommend any amendments to section 22. 
We have to be realistic about this matter of the dairy industry and 
other branches of agriculture. ; 

The situation which as developed in the dairy industry is partic- 
ularly distressing—not only to the industry, but it should be to the 
consumers of the country—because at the present time according to 
the information submitted by your Department we now have the low- 
est per capita production of milk, the lowest per capita consumption 
of milk and the highest price that has ever been paid by the con- 
sumers in this country. 

Milk is still a vital product. To secure abundant milk production 
and production of other dairy products in this country we must cer- 
tainly give some encouragement to the producers in the United States 
if they are to stay in business. I have seen too often when imports 
have destroyed the production in the country, and wool is a typieal 
case. 

The wool industry has gone down from around 56 million head of 
sheep 10 or 12 years ago to around 25 million head at this time and 





ee 
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when our country becomes dependent upon foreign countries for 
what we need because of shortages in the United States, we generally 
pay the price, and we pay it through the nose. 

If section 22 is amended in accordance with your recommendation, 
to make it effective, you propose that some emergency authority be 
given to the President, acting on the recommendation of the Sec - tary 
of Agriculture, that immediate action can be taken before the Tariff 
Commission makes its investigation ? 

Secretary Benson. Of course if we could be assured of very prompt 
action through administration, there would not be the urgent need 
for some type of emergency legislation. The experience in the past 
rather persuades one that that action may not be ve ry prompt. How- 
ever, [ have been very pleased personally with the response which the 
President has made in directing the Tariff Commission to make the 
study and the response from the Tariff Commission. I have complete 
confidence in Dr. Brossard, the new Chairman of the Tariff Commis- 
sion—he understands the agricultural problem, he is sympathetic— 
but it seems to me there might arise and will arise, emergencies In 

which there will not be time possibly for the Tariff Commission to 
make its findings and report back to the President. 

In such cases it would seem there should be emergency authority 
eranted to the Chief Executive which he might, if he wished, delegate 
to a member of his Cabinet in order to meet such emergency 
conditions. 

I did not intend to be unduly critical of the Tariff Commission in 
the past. I imagine probably the inaction has been due, in part, to 
the failure of the Chief Executive to act, as well as delay on the part 
of the Tariff Commission, which has taken considerable time in its 
jindings in some cases. I do not know just where you would place 
the blame, probably both places, but I am sure it has not been as 
effective as the Congress intended it to be. 

Mr. ANbRESEN. I have had a lot of experie nee over 25 years with 
the Tariff Commission and ] find irrespective of the political party 
in power, the Tariff Commission builds up the same kind of a bureauc- 
racy that we have through the entire Government, where it is one 
delay after another, and that seems to be typical of bureaucracy. 

] hope it can be corrected, because in a case like this we need im- 
mediate action to take care of a situation that has developed, and if 
section 104 is not renewed, nor section 22 amended promptly, and we 
secure Improper administration of it, then our country will be flooded 
with cheap imports from all over the world—butter and dairy prod 
ucts, fats and oils included—that will come to the United States as 
long as we maintain a sup os program, 

I think they will come in here anyway, even though we did not 
have a sup port program, Sees of the desire of people generally 
over the world to sell their products in the American market, which 
is the best market in the world. 

Would you see any objection to following the pattern of section 104 
and giving the Secret: ary of Agriculture the authority to exercise 
immediate action pending a decision by the Tariff Commission ? 

Secretary Benson. I think it would be well to have that authority 
vested some vba ‘re in the Government, either in the Chief Executive 
w through him to the Secretary of Agriculture. The Secretary of 








‘pew 


Agriculture has a lot of authority now as you know, Mr. Chairman. 
I am not seeking for any more power or authority. 

Mr. Anpresen. I notice 1 recent statement that you said the 
secretary of \o1 ‘ulture had | id too much authority. 

Secretary Benson. I have been very much surprised to find out how 
1 eh aut y | s veste e on office. But | do feel, however, if 
\ we going t » have our support program. there must be some protec- 
ti Otherwise we will be faced with holding an umbrella over the 
entire world production tr sone of these commodities. 

Not onlv that. but it tend to divert those com iodities from 
their normal « innels, e thev normally fO into other countries 
where they are needed. So I t nk it s not only a protection to our 
o erowers: It is a protection to consumers in other countries abroad, 
that we not permit undue quantities of commodities to come into this 
( try nder high support program and take them away from 
PP ple who need them in 4 reion countries, 

Mr. Anerneriry. I would like to comment on the question our chair- 
I n Just propounded to you, a d with all due deference, while I do 
I { {| ! k he | roposed Tl } ust inqu red whether or not you would 
want the power vested in the Secretary. I think vou very wisely 
sugveste d that it should be vested in the Chief Execut ve—the interim 
power to impose the limitations, pending a decision of the Pariff Com- 
mission, because certainly the Secretary of Agriculture would not in- 
voke an order of that kind without first securing the approval of the 
Chiet Executive ince it involved international trade, which is some 


t! ino of course, which the White Hlouse should be conferred with 
about. 
| all } robabilitv after the White House made uy ts mind about 


it, it would then probably seek your counsel and advice about it and 
the two of you would act jointly, more or less. I think the suggestion 
Vi id ne most appropriate 


Secretary Benson. If I were choosing, I would much prefer to see 
it in the hands of the Chief Executive, not that I want to seek to 
shirk any responsibility, yt it seems to me that is the rightful place 
to have it lodged. 

Mr. Anrrnetuy. It seems to me it involves an international question 
involving many countrie 

mecretary Benson. It does 

Mr. Anerneruy. And certainly I do not think the Secretary of 
Agriculture or any other Secretary would want to take action of anv 
kind which would affect international trade without the approval of 
the Chief Executive. 

so since the ippror 1 ft 1e Chief Executive would he advisable, 
that is really where the ver should rest. 

Secretary Benson. We found, of course, when we imposed em- 
bargoes against imports recently, that it did affect our international 
relations. It was very difficult to impose restrictions against imports 
from some of our friendly nations, but under our support program 
there was no other choice but to do it and under the law the Secretary 
was obligated. 

I think, however, if we have permanent legislation it has this ad- 
vantage: It stands as notice to our friends abroad that under certain 
onditions the authority of that permanent legislation will be invoked 
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1 41 l <3 1:1 ] rm | . 
and there will be less likelihood of them sending in ex ive ¢ 


o juant ties 

if they know that that authorit ts \ the ¢ f Executiy | 

likely t e Invoked when the qua ties exceed h quota h 
] e orant | 

Mr. ANpra Under the prov ect President 

vyiven the autho oad ! ( | it { al .. 
he caeles ted ( uit) l y <0 % » l \ I l l l } 
p ePVIOUS ACH 1) Patio 

Secretary BENSON Phat is true 

Mi. ANprESEN. But I Just wanted te ! 1 oht 
or thought it might be d rable » St it aut rit direct] \ 
the hands of the Secretary of Ag? nity 

Secretary Benson. I think it would meet the needs if the authority 
were in the hands of the Chief Executiv d th e could delegate 
t. of course, as he saw fit to do. He \V | likely d ievate it to thy 


Secretary of Agriculture. 

Mr. AnNpREsEN. If section 22 is amended, what branch of the De 
partment of Agriculture will administer that law ? 

Secretary BENSON. We would be oulded im the adm tration of 
it by the Solicitor of the Di partment as has been the case in 104. He 
usually tells us when, under the law, we are obligated to take action. 
But the Conim oclity Branche n PMA ld make recommendatiens 
also to the Secretary al he Wwe ula be o lec by tho e rect minenda 
101 anid by thie yt dginent of the Sol r who inte rprets the V 
for him. 


Mr. ANDRESEN. A oreat cl il of the ( of the program \ ] 


depe id on who administers the law and e manner ll which if 1s 
administered, 

Secretary Benson. That is rig 

Mr. ANDRES! né That has been oul f] roblem 

secretary By Nson. Our hope Ss that ‘ an administer the laws in 
kee} Ino WwW ith the letter and spirit ina thie ntention of the Conger S. 

Mr. ANpDRESEN. I would like to menti mother matter on which 
you can help us, Mr. Secretary, and that is our programs in the United 
States attracting Toreien lnports otf foo When the M irvshall pt i 
Was proposed in 1947, it was on thi ry that there were many 
hunery people in the world and that the people were susceptibli to 
C'¢ mm Wi { 1] fli ence and that we sh Lii¢ 0 ometh ne i the In ed 
States under the Marshall plan to help t e people so that they would 
be relieved from the Commu st flare 

Dairy products, are, of course, vital | i: I think we all admit 
that, but under a program that permits 1 mited import 5, eSpec Ny 
whi 1 we have the support progral » ¥e ive stated that it attract: 
the food and the dairy products from other countries, 

Secretary Benson. That is corre 

Mr. Anpresen. And brings them into the ted States 

Secretary Benson. That orrect 

Mr. A» \re we not in Tact ca g out a program then hat 
will take food away from hungry peopl less we do have import 
controls ¢ 

=; } 1 i 3 SOON ] t! d ry { ‘ | if ) yf The vt 
services. Certain restrictions of maport tend to render service 
to othe mon They will preve I ctr’ hy those commoditic 


from 1 onlareh } els into our own Oull ere they ire not weeded 
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Mr. Anpresen. The historic channels for trade in Europe, partic- 
larly from the dairy producing countries, were continental Eu- 
Lope, the United Kingdom, Great Britain, and very little came into 
thiscountry. 

Secretary Benson. That is right. 

Mr. ANDRESI N. Now w ith our programs, as you have said, we are 
Inviting those lMports to come nto the United states which takes 
aWay that food from the local people and from the normal channels 
of trade, and certai In ly it destroys the historic trade pattern bet ween 
those countries that the Marshall plan was i als to rehabilitate. 

Secretary Benson. Yes, sir. 

Mir. ANpRESEN. So I really feel that we will be doing the people 
of these exporting countries a great favor if we will control our im- 
ports and provide more food and restore their historic pattern, other- 
wise they will all become dependent upon us and any program that we 
] vy have inthe United States to protec { the integrated and the Ameri- 
can standard of living of the producers in this country. 

Do you subseribe in part is thal statement ¢ 

ae, Benson. Yes, I think there is a real element of truth 


in it, Mr. Congressman. I presume the manufacturers and the pro- 
ducers of ao commodities would not look upon it that way, but 
rtainly the normal producers of those commodities would look upon 


it apni have stated. 

Mr. Anpresen. It will do us no good to pile up butter and milk 
products in the United States that are being piled up in part at least 
from excessive imports, and then turn around and pass legislation to 
send the butter and the milk powder and cheese to other countries and 
give it to hungry people, that we are permitting their producers to 
ship into the I nited States. 

secretary Benson. Yes, it seems to me inconsistent. We do not 
need to pile it up here. Wehave got plenty. 

Mr. ANpresen. The mayor of Washi —— is sitting here. Mr. 
Simpson suggested that what we s hould do is leave the dairy prod- 
ucts over there and pay them for them over there so they could use 
them instead of shipping them into the United States. 

Secretary Benson. In that way we would at least cut down the 
cost of transportation. 

Mr. Apernetrnuy. I ean like to comment on ies I do not know 
how far we would get with our foreign friends by setting up the 
amount of dairy products they should consume in their countries. 
I do not think we could get too far by setting up in the United States 
the amount of milk, butter, cheese, or any other quantity of produce 
produced in those countries—the amount that they should consume. 

Mr. SIMPSON, Does the gentleman know how far we have gotten 
with any of those countries / 

Mr. Anerneruy. I do not know, but I imagine before a quantity of 
food products moves out of a Kuropean country today, I imagine 
it is More or less cleared with that vovernment, is it not 2 If they 
are satisfied with that standard, I do not think we would make too 
much progress by saying t] al instead of bury Ing it you need to eat it 
yourself. 
~ Mr. Anpresen. Let me give one illustration I think the gentleman 
will understand, to show how clever the importers are in this country. 
In 1950 we imported 24,000 pounds of whole milk powder, which was 
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a drop in the bucket, but there was an embargo on butter, there was 
a restriction on cheese, and what did the foreign producers dof In- 
stead of shipping in 24,000 pounds in 1952, just 2 years after, we 
secured 37,000,0C0 pounds which was in great ‘part responsible for the 
shift or the lowering of the price of butter down to the support price. 
The foreign exporters are ‘ust as clever, and a little more than we are, 
and they will shift from one thing to the other in order to get the 
market into the United States, and when they shipped in their whole- 
milk powder they just diverted from butter to cheese and whole-milk 
powder, and powdered cream, and shipped it into this country. 

So I hope you will give the foreign producers and exporters in 
parti ‘ular some credit for showing ingenuity to do everything they 
can to capture the American market. 

Mr. Stimpson. Mr. Secretary, I think you have been justified in 
supporting the price of milk and butterfat at 90 percent of parity. 
he reason I think so is that the dairy farmer has to buy corn to feed 
his dairy cows. If corn is supported, you are justified in supporting 
milk and butter, but what I cannot quite _ rstand is why we should 
say 90 per cent of parity. I doubt if there is any person in this room 
who would want to take 90 cents on the ‘loll: ar on his salary. 

I think 90 percent is a misnomer and I think it is just as easy to 
say 100 percent and eliminate a lot of confusion. You stated on page 
Y of your statement that the Department required 145,000,000 pounds 
of butter, 75,000,000 pounds of cheese, and 212,000,000 pounds of non- 
fat dry milk solids. I am rather anxious about the Government’s 
stock of butter. 

As a member of this committee, I do not want to be a party to an 
other potato famine and fiasco such as we haw a few years ago. I 
um wondering, in your statement here, where you said there is no true 
surplus of dairy products. Would you mind explaining that? Have 
we not a surplus of butter. 

Secretary Benson. In terms of total dairy products and the con- 
ae needs of our people, I think there is no true surplus. There 

as probably been a failure to divert more of the milk now going into 
bette r into whole milk use and to get that into areas where it is needed. 
The total production of milk per capita—dairy products per capita— 
is not as high as it was a few years ago. 

Mr. Stmeson. But your recommendation relative to section 104 and 
changes in section 22, if actually in eflect and properly administered, 
what do you think would be the situation on the butter storage prob- 
lem today ? 


Secretary BeNson. I am not sure I got your point. You mean had 
it not been in effect / 
Mr. Simpson, You made some recommendations as to the di 1) 


tintance and letting section 104 expire. You have made some recom 
mendations as to strengthening section 22. If your recommenda 
‘ion was in effect and had been in effect for several years, what do 
vou think it would have done relative to the butter storage problem / 

Secretary Benson. If section 22 had been made effective, I do not 
imagine the situation would be different from what it is at present 
because IT would hope that section 22 could be made fully as effective 
n regulating imports under a support program as section 104.0 Ap- 
parently it would not be without some change—mnore effective adminis 
tration or seme amendment. 
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\i SIMPSON, There iS ane het situation here ni Washington. I 
do not know whe er it relevant to this or not—section Zz. Dr. 


Simpson. of Pe vivania, had what he called the peril-point amend- 
ment and I would like to know how that attects. if any, the situation 


Secretary Benson. Iam sorry, 1am afraid Iam not acquainted with 


Mr. Simpson. I wish to state that Dr. Simpson of Pennsylvama 
«| t—I voted for t, however that any product which 

1 é the dange! point In tl country, such as the watch Industry, 
due to importation of watches, then the President could, under certain 
reun nees, top importation. That is the way I understand it. 
does t unendment of the Ways and Means Committee have any 
etlect relative othe ag cultural situation / That is what | would like 


somebody to te 1] hit 


Secretary Benson. I saw a brief report on the Simpson bill, but 


I understood it did not apply to agricultural commodities—some of 
{ metals and some industrial products, but not to agricultural 
prod i Now I could SI und to be corrected, but that IS my under 


Mr. Srupeson. I would be very interested to know. 

Secretary Benson. Mr. Loos, my Solicitor, who is better acquainted 
with it than I. s LYS it does apply to agricultural commodities. 

Nv. SIMPSON, If it does, if probably will he up for reextension at 
this session, Why would not that section of the Ways and Means 
Committee work / I would lke that answered, if you can tell me. 

Mr. Loos. I think the Cor eressman 1s referring to section 7 of the 
‘| l ide Agree ment Extension A t—the SO called escape clause. 

Mr. Stmpson. That is right. 

Mr. Loos. That covers any commodity on which tariffs have been 
reduced pursuant to a trade agreement, and it prov des for hearing 
before the Tariff Commission and for Executive action to restore the 
CONCeSSIONS that have heen eranted In whole or in part and to impose 
quotas 1n conne tion with unportation of such commodities. 

Mr. Simpson. Is it applicable in any way to agriculture 4 

Mr. Loos. It applies to any commodity on which concessions have 
been granted ina trade agreement. If it is an agricultural commodity 
( wi] hy conce sions have heen eranted, the sect On does apply. How 


ever, if s nor ae ened with respect to protection ot agricultural pro 
orams., What has to be shown to get relief made section 7 is that im 
pol have increased either relatively o1 absolutely. as a result of the 


concession granted in the tariff and that such increase in imports has 


used injury to the industry. 
Mr. Srapson. The purpose of my question is whether or not the 
poe it por nme ndment as W » called tf on the House floor. is applicen 


ble to agriculture, and if it is. do you need section 22 amended. 
Mi Loos, It is appheable to agriculture but if does hot have any 


thority for eme rveneyv action. You have to VO through 2 proceed- 
ne before the Tarif 3 


Commission, and it is not broad enough to cover 


ill of t] ote that 1 ld be needed for agricultural programs, 
been e vou might have a situation where an aevricultural program 
was endangered by Imports, iit you ould not meet th requirements 
oO! etio i 


Mir. Simpson That answe my questio} 
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Mr. ANDRESI N. ] might also say to my coll iMue, that th ith ulty 


has been in failure of the executive branch of the Government to work 


on the escape clause or section 28Y or anv other provision of the tay 


and the proceedings before the Tariff Comm mm are so lon: na 
drawn out. that the barn is burned down belore they Cal prevelil the 
damage from being clone. 


In the case ol filberts. the vel tleman will recollect that they have 
been working on that for 6 years. My idea to prevent damage be 
fore it is done. If we can see it cohwung, ana l am ire Wwe cah, We 
ce rtainly should correct. the legislation or ex sting law so as to m ike 
it workable in the event of emergency. 


Anothe thought occurs to me, Mr. Secretary. and that is with ref 
erence to the President’s request to extend thre Re iprocal Trade Act 
tor 1 vear so that further study can be GVivelh to our Torelgn trade 
policy. 

Why can we not take the same position with section 104, to extend 
section 104 for a vear. Certainly there is more need for that than 
probably extending the Reciprocal Trade Act, because we have 90 
percent support on dairy products until April 1 of next year. You 
have set up a committee of 95 men from the dairy Industry to work 
oul a new program for the dairy farmers of this country. It would 
seem to me that it would be just us lool al to ¢ xtend section 104 until 
such time as we have worked out a new program for the dairy industry 
in order to protect the Government support program, Do you see 
anv lack of logic in that reasoning ¢ 

Secretary BENSON. It could be done, Congressman. You ra sec 
the objection a few moments ago of having to go through this every 
year or so. I would like to see protection for oul price-support pro 
grams placed on a permanent basis as soon as we can so that we 
wouldn't have to L0 through this each year, 

Mr. AnNpresen. I am more interested in getting a sound program for 
agriculture, including the dairy industry. 

Secretary Benson. I am very pleased that the President has ini- 
tiated this study. I think it is very much needed—this whole question 
of foreign trade and its relationship to our domestic production is 
a very vital one at the present time, and no segment of our economy is 
more vitally interested than agriculture. 

Many of our commodities are exported—a very high percentage of 
them, as you know—wheat and cotton some 40 percent, tobacco 25 
percent, much of our rice, and so on. So this whole question of foreign 
trade and its relationship to our domestic production is a very vital 
and important problem and J think it needs a very careful study, so 
I am in full sympathy with the study which the President is initiat- 
ing in connection with the extension of the trade-agreement legislation. 

Mr. Anpresen. Iam also pleased with that, but as long as that study 
is being made, it seems to me that it would not be out of order to con 
tinue section 104 until that study is being completed. 

Mr. Lovre. Will the chairman yield ? 

Mr. ANpRESEN. Yes. 

Mr. Lovre. It is my understanding, Mr. Se retary, that you have 
ho objection to the object or the purpose of section LO4, but only to 
ihe means, that is correct, is it not 4 

Secretary Benson. Yes. I think there is a need for authority to 
limit imports, SO long as we have these support programs, 
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Mr. Lovrr. If section 104 would be made permanent legislation, 
would It not answer the objection that foreign countries might have / 


Secretary Benson. I am not sure that it would. Of course it does 
not provide for any hearings before an independent body such as the 
(Commission. It seems to me that th ie Secret: iry might ‘be subject to 


considerable criticism. Probably it is not quite fair for him to pass 
judgment on his own program. Probably there should be some inde- 
pendent agency proy iding an opportunity for peop le to be heard pro- 
viding we ss | speed up that action so it would not impose a hard- 
Ship upon the nn dustry affected domestically. 

That is why I feel that if we could provide for the hearings and 
still give the President emergency wetling ity so he could move without 
waiting for the action of the Commission in emergency situations, 
that that would meet the needs. 

Mr. Lover. Could you not do that under section 104—ask for hear- 
ings. Could you not dothat ? 

Secretary Benson. It would have to be amended, of course. It does 
not provide for it now as I understand it. 

Mr. Lover. Could not the Secretary do that voluntarily without 
being required by the law ? 

Secretary Benson. I presume he could, but there is no authorization 
for it. no direction for it. and I wonder if it would not be better to 
have those hearings conducted by someone else other than the person 
who has the authority to impose the quotas and the embargoes. 

Mr. Lover. There is one other question. I would like to earry on 
the thought that was raised by Congressman Simpson a little bit, first. 
Lo —— to your statement, on March 31 we had on hand 143 million 
pounds of butter, together with a surplus of other dairy products. 
Wh ut foes or study has been given by your Departme nt to the dis- 
position of that surplus? 

Secretary Benson. We have given a lot of thought to it, Congress- 
man, and studies are under way now. As you know, it presents a 
ve ry serious prob le mn. 

Mr. Stupeson. Do not let it spoil. 

Secretary Benson. We do not want any of it to spoil. 

Mr. Lover. During these hearings, Mr. Secretary, we have been told 

that the Army has been buying a tremendous amount of butter sub- 
titute. We have also been told that at West Point the boys up there 
do not know what butter is. I am wondering, under the circumstance, 
if it would not be advisable for your Department to dispose of that 
surplus for any price that can be found, to one of our governmental 
agencies such as the Army or any other Government agency, regard 
less of the price, rather than to let that butter spoil ¢ 

Mr. Anernetuy. May I add one thing to that before the Secretary 
answers; and then start buying shortening and cottonseed oil / 

Secretary Benson. I expected that reaction would come. Well, of 
course, [ think we could afford to give it away, rather than let a com- 
modity as valuable as butter spoil. We of course are trying to save 
the taxpayers some money, too. We would prefer to sell it and get 
our money out of it if we can. 

The Army is posiae I think about half of their spread require- 
ment is coming from butter. Mr. Norton could probably correct me 
if that is a misstatement. That is my understanding. 
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I think the Navy is buying butter almost exclu ively as spread. We 
could sell more, I presume, if we put it down at the price of other 
spreads, 

Mr. Lovre. We are all interested in economy and we want to save 
every dollar that we can for the American taxpayer. So long as we 
have this butter and this butter belongs to the American taxpayers it 
seems to me that it would be the height of folly not to dispose of this 
butter, even if you have to give it away to such agencies as De 
fense Department or West Point or any other governmental ; gency. 

It seems to me that would be in the interests of economy to a that. 

Secretary Benson. That is right and we are in full agreement with 
your observations and we are watching it very carefully. Of course, 
it is all in good storage now. We have had a check made recently 
and we fee] there } Is ho immediate danger of spoilage, but we have to 
check it periodically in order to be sure that there will be no spoilage, 
and before th it time comes we certainly hope to clispose of it if heces 
sary as gifts rather than have it deteriorate. 

Mr. Lover. It seems to me we could save a little more money from 
storage if we disposed of it now rather than waiting until the point 
where it was likely to spoil. 

Mr. ANpresen. Will the gentleman yield? 

Mr. Lovre. Yes. 

Mr. AnpresEN. I might advise the gentleman and members of the 
committee that on March 26, around 3 weeks ago, representatives from 
the Department of Agriculture Commodity Credit Corporation, Gen 
eral Horkan, the (Juartermaster (rener: il, and his representatives 
an understanding of transferring this butter from one governmental 

gency over to the Army. 

It was agreed at that time that it could be done and it would be done 
and all they are now doing is working out the details. I am sorry to 
say that my last check which was 10 minutes of 9 this morning shows 
that they are still working out details. It should not require a good 
many details to transfer Government butter from one agency to a 
( ther. especially when they need it, and I hope Mr. Secretary, you can 
put the pressure on in the proper places in a Cabinet meeting, 1i you 
please, to see that some of this butter goes to feed our boys in Korea, 
and in camps in this country and elsewhere in the world, before it 
spoils. It should be done right away. 

Secretary Benson. We will do that. I would lke to, if I may, Mr. 
hairman, ask Mr. Norton to comment on just what has been done 
in that direction. 

Mr. Norton. We have offered the Army 50 million pounds of butter 
meeting their specifications at a price competitive with other spreads 
other than butter and the intent is to keep them on the open market 
for their normal butter supphes. We have not heard how much of 
hat they want and at what price they would like to have it. 

Mr. Lover. When did you vet that offer # 

Mr. Norron. The day before yesterday. 

Mir. ANDRESEN. They told me they vot it this morning, but it seems 
to me that that is rather evading the question because you otlere . it to 
them ona competitive basis without mentioning the pri ‘e. I suggest 
that once the one ve have pal l for it you offer to turn it ovel 
hem so they can >that much money out of the Department’s appro- 


from the Defense organization ‘were in my ollice trving to work out 


to 
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das far as having Commodity Credit being reimbursed, 





nk there will be anv objection from the American people 
if the bovs cet that butter n lof olec 
\| L BERN Hy I do not know My boys |] ke oleo mighty well. 
\I A NDRESEN. | do not t any boys in Cor cress, from down in 
\< a Ot thre trv. that Wl it aownh nere, 
Sec! Benson. May Ladd that we lave, as you probably know, 
i pounds available through the school lunch pro 
ram ane I lis rub nstitutic , sO we are trylng to ieed it out 
, e it eeded and where will do the most Pood W tha 
! imi Oo} to the taxpayer and we are voing to continue to do 
t] , 
\I ANDRESEN. How much butter was on hand with ( ommodity 
Cred O esterday ‘/ 
Secretary Benson. It is 146 million less the 75 million I mentioned, 
O1T \ ould { 71 nh 1] Oh pouhas. 
Mi \NDRESEN. That vou still own? 
Secretary Benson. We still have that in the hands of Commodity 
Credit Ce rporatiol unencumbered. 
\ ) million pounds to the Army 


Mr. ANDRESEN. You turn over 35 to 5( 
U3 1] have much left. 
Secretary Benson. That is true. We can get rid of it all right. 
\ir. ANDRESEN. I am sure you can 
Secretary Benson. We hope that some of it can be fed out into the 
market eventually but we do not know. 


Mir. ANpRESEN. You are 


foing mto the flush season of production 


which will not terminate for several months. 
Secretary Benson. Yes, the normal flush season is ahead of us unless 


we hould get some reverses 1n weather or something ot that sort. 

Mr. Lovrr. I have another question, Mr. secretary. [ am a firm 
believer i preserving the domestic market for the domestic producer. 
I was interested in one statement of yours which appears on page 7 
where you state with reference to section 104: 

It | been subjected to severe ¢ ticism on the ground that the proce edure is 
irl irv in characte 
Where does that criticism come from 2 

sec tary Benson. Some of it has con c. I understand, from some 
for pL CO trie id possibly some of it from other departments ot 


Mr. Lover. What other department ? 


Secretary Benson. I donot know that I could pinpoint just where it 
| ] 


has come from Certainly vou know the State Department has the 
greater responsibility of trying to keep our foreign neighbors happy. 

Mr. Lover. Then the purpose of permitting section 104 to die is 
more or less to appease our friendly foreign countries ? 


Secretary Benson. I think there has been some retaliation from 
foreign countries because of it. They felt it was rather arbitrary. 


There are no hearings held and s etimes probably they feel that all 
the facts are not presented. I feel it would be a little safer and would 
induce less erit m if we could hold public hearings and let people 
Cr c l l express them elve ~nnd then in view of all the facts to go 
thead and ike whatever determination seemed advisable under the 
law, providing the Pri cle 4 1a ecessary emergency authority to 


meet an unusual situation pending the completion of the hearing. 
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Mr. Dacve. You mean that your recomme! dation would be to con 
fer the authorities carried 11 section 104 to the President aus an 


emergency power pend he heat hg and invest WaAalions ¢ 

Secretary Benson. Yes. I think there should be some emergency 
power pend oy the com) letio ot the earings, It may be that under 
section 22 property administered, expeditiously handled. it would meet 
the demand . OUT History has ot demonstrated that, ind that is the 
thine I fear: that we will vet in a position where we will have excessive 
imports coming in with no lee slation to prevent them o1 o admin 
strative action to prevent them. It takes time to hold hearings, as 
vou know a long time on some 

Mr. Anpresen. After all, all section 104 does is really to nail 
down the intent and purposes of section 22. 1s it not / 

Secretary Benson. I guess if section 22 had been administered as 
("01 oress intel led there would never ave been any demand for see 
tio 14 

Nin \N I \ 1 { ! { i e’ oO} Vy 1 Irpose of 104 0 
wil it down so we know the tent of Congress will be carmed out 

Mr. Harrison. Mr. Secretary, some of the questions that I had 
wanted to ask were asked by Congressman Lovre, but further pur 
suance of the question of foreign trade: Is it vour judement that the 


retaliation on the part of foreign countries who are presumably of 
fended D\ ection LO4, Will be of consequence oO far as our export of 


certain commodities such as wheat and cotton are concerned ¢ 


secretary By NSON, 


! 1 1 
verv well might be, Mr. Congressman. 


It is a somewhat difficult thine 1 


oO measure accurately, and I have not 
made a study of it i anv detail, but we have had reports that the 
reaction has been very untavorabl hn some ce intries, and it might 


very wel] affect the exports of some of our commodities. 


\I . H LRRISON, Is it not rue that m manv inst es the desire to 
have access to our markets is not necessarily just for ie dollars alone, 
but to trade for espec ially desirable commodities that they can get 
here that they could not get othe places ( 

Secretary Benson. Yes, I think there is certainly an element of 


that init. 

Mr. Harrison. T have in mind particularly a case that was brought 
to mv attention, of Denmark, who wanted to ti ide us some of their 
surplus dairy products and their normal outlet, of course, would be in 
Britain which has a hortage of the dairy products that they want to 
trade to us, but they were very desirous of vetting our automobiles 
and trucks, in preference to those of Bi itish make, So the ereat demand 
on their part for a share in our’ markets was due not so much actually 
to the desire for dollars as it was to acquire American-made autos and 
trucks which were preferred by the Danes to those of British make. 

Secretary Benson. Yes, I think that is true. 

Mr. Harrison. I think that is a factor that we have to take into 
consideration qnite frequently in these foreign trade problems. 

Mr. AnprESEN. I might say to the gentleman that if Mr. Ford gets 
proper production and guaranties, he will go into those countries and 
make automobiles and sell them to the British, and Denmark and other 
foreign countries but they will be made by cheaper foreign labor than 
here and undoubtedly he will ship them into the United States to re- 
place automobiles made by American labor. 
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Mr. Harrison. If the chairman will permit me to make this face 
tious remark, it has long been my observation that the great exponents 
of free trade are people Ww ho expect i profit by it. 

Mr. ANprersen. That is also true of the importers and exporters of 
fore on produced da ry products. 

Mr. Harrison. They are not altogether unselfish in their altruistic 
motives. 

Mr. Anpersen. I have noticed, much to my amazement, that many 
of tha diplor iats from the United States, who are presumed to repre 
sent the United States in foreign countries, in fact become commer 
cial representatives of the countries to which they have been sent and 
I hope we certainly get a change in that so that our diplomats will 
represent the United States. 

It may be that we have to aj pease people over the world so that 
they will JOIN with us to protect themselves, but there should be an 
end to appea ement, too. We found out that that did hot work 
with the Communists and it will not work with any other group of 
p> yple ilthough they presume to be our friends. 

Mr. Williams? 

Mr. Witiiams. Mr. Secretary? 

Secretary Benson. Yes, Mr. Williams. 

Mr. Winiiams. Is it your opinion that controlled imports on dairy 
produ ts will m iterially solve the present-day problem ? 

Secretary Benson. No, I am sure it will not solve the problem by 
itself. It will tend to reduce the size of the problem. 

Mr. WinturaMs. In addition to that, you recommend better distri 
bution ot fluid milk ¢ 

Secretary Benson. Yes. The industry has made a number of 
recommendations. I do not have them all here this morning and 
they are still working on it, and we have great hope that they are 
going to come up W ith some very definite and practical recommenda 
tions that will be helpful to the industry. It is too soon to say just 
what will be done, but they are working and they have already made 
some suggestions that we think have great promise. 

Mr. Winttams. How long a period of time can you store butter 
under the modern refrigeration program 4 

Secretary Benson. It is my understanding that we are reasonably 
safe on 2 years. I would like Mr. Norton to answer that. Is that 
correct 4 

Mr. Norton. Yes. 

Secretary Benson. We are reasonably safe under proper storage 
for a 2-year period. 

Mr. Wititams. Do you know how many pounds are in storage now ¢ 

Mr. Norron. It varies. We will run about. a million and a half 
pounds a week. 

Mr. Wiiutams. We are just entering what is called, in the dairy 
sections of America, the flush season. 

Secretary Benson. Yes. 

Mr. Wiiu1ams. That will last about 214 months. 

Secretary Benson. It depends a lot on weather but it usually runs 
into May and June and into July and it varies a little with the dif- 
ferent areas of the country. But usually May and June and early 
July is our heavy producing period. 


ina 


ans mimi’ A 
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Mr. Gran r, Mr. Chairman, I had to leave a few moments ago to 
go with Chairman Hope over to the Rules Committee but I do not 
know that I have any questions. This looks to me from a simple 
obse TVi ation, though, th: at the more di airy products we import the more 
the Government is going to have to buy. 

Mr. Poik. Mr. Secretary, I was very happy to notice on page 2 of 
your statement, where you say “The great need is for a sound market 
ing and promotional program.” TI believe that it is not so much a 
matter of overproduction as it isa problem of undereconsumption. | 
think there are many people in our country who would lke to con 
sume a larger amount of dairy products if they could afford to buy 
them. 

| have received many letters complaining about the high price of 
butter: they wish this butter could be sold ata lower price so they 
could afford to buy it, and I believe that a promotional program 1s 
very helpful. Iw ish to compliment you, Mr. Secretary, on sponsoring 
i promotional program, 

I think, getting back to this oleo promotion, I think the oleo people 
have far outstripped the dairy industry in advertising. They have 
carried on a very extensive advertising program for various types of 
butter substitutes, and I think the dairy industry has lagged a little 
bit and I am glad that the Secretary is sponsoring an iaaeidian 
program, if we may call it that, or urging the dairy industry to do 
so, and I think it is very helpful and I am glad you have mentioned 
that in your statement. 

Secretary Benson. I would like to say, Mr. Chairman, that recently 
the organized dairy producers have launched a program which will 
entail the spending of much larger sums of money to promote thei 
own products and I think they have taken a very fine attitude toward 
our suggestion and urging. We have a fine working relations ship with 
them on it. 

Mr. Anprrr. Mr. Chairman, I do not know if I have any questions 
but I would like to commend the Secretary for his sple ndid statement. 
It demonstrates to me that he has a keen grasp of the problems that 
are facing us, and I am glad, too, to get his explanation that there is 
no true surplus of dairy products. 

I think that a study of that situation might be of tremendous help 
to that in the future. I am glad to have your explanation of it. It 
was a splendid statement. 

Secretary Benson. Thank you, sir. 

Mr. Anpresen. Mr. King, any questions? 

Mr. Kine. No comment. 

Mr. Anpresen. We have some guests here this morning but we 
invited them all because this is your first appearance before the Com 
mittee on Agriculture. 

Mr. Harrison. Mr. Secretary, you made mention that the per capita 
consumption of milk was down over a period. Do you have a feeling 
that that is probably due to the fact that we have priced ourselves 
out of the market, to a degree? 

Secretary Benson. I think that is a contributing factor probably 
in some areas. It certainly is true in the case of butter today, but I 
think sai are other restrictions that probably need some study. 

It may be — to encourage the movement from surplus to 
deficit areas a little more freely than is possible under some of our 


















































t 








DAIRY INDUSTRY 
sent program Phere are ceratinly areas in the country where 
re seems to be a deficit of fresh milk, for example, and the industry 
tudvine that now as one of the matters that they have under 
rn det tie 
Mr. Harrison. This 90 percent of the parity, is that an influencing 
wetor in pricing ourselves out of the market ? . 
Secretary Benson. I think the high sup port price on butter has 


ed to @ive an advants ive to the competing spreads, al 1 to that 
tent has tended to reduce the consumption of butter. I do not 


there is any question about that. 
Harrison. In meeting with the industry, the industry in gen- 
is in favor of the high support prices? 


eretary Benson. Well, the industry, I thought, took a very sensi- 
ttit de ‘| hey a a they would | ke n period ot +} | year to study 
whole probl Mn il the hope t} at they could come up with some 


ynmendations and some proposals that would tend to Improve the 


the industry. 

reumstances we felt that it was only fair to vive them 
opportunity and to work with them in the hoy e that we could 
yy a sounder and better program for this great industry—the 
rriculture, 


« 


particular seoment or at least the largest seoment ina 


vile and it was on that basis that the present support level 
extended for a perio lofa vear. 


Harrison. I think that is all. The Secretary is complimented 
‘rating with the most Important segn ent of the agricultural 
Mr. Anerneruy. May I ask a question: Mr. Secretary, in your 
itement to Mr. Harrison just now, you stated that the high support 
f butter has @iven an vivantage to the fresh-milk -olenengen 

sell at a lesser price. I do not want to be misinterpreted : 
gany criticism. But if [understand you correctly ans 


=~ 


le 
M 


™ 


M 


further, do you / 


=~ 


not 
try to devise a program that they could live with, that is workable, 
at 
the 


M 


Se 


upport price on butter for the next 12 months, you do not feel 
that you have favored the dairy industry ? 

cretary Benson. No. I did not feel I was extending a favor to 
dairy industry that IT would not extend to any other industry 
2 | similar circumstances, 

r. ABERNETHY. Suppose I do not use the word “favor.” 

‘eretarv Benson. Nor feel | was giving them an advantage. 

r. ABerNnetiy. You do not figure you have put them in the hole 
/ 

“ retary BENSON. I ce rtainly hope not, Congressman. No. I did 
feel that. I felt that they wanted time to study the problem and 


would tend to move these sur pluses into consumption, and reduce 
‘ost of the program to the taxpayer 
r. ABERNETHY. I think this is a fair observation, then, in relation 


to what you have just said: that butter at its present price, even at its 
present support cannot stay in the market in competition with these 
other spreads: is that your gery 


cretary BENSON. Cert: ainly, is going to be very difficult with 


the price spread we have now, io stay in the market and of course 
butter consumption has been decreasing, consumption of fluid milk 
has been increasing. 


2 ha one 


sp thatch 
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As I appraise it, without having studied it in the detail that some 
of the men in the Department have, it seems to me that in the future 
a larger and larger proportion of our total production of milk is 
into the fresh-milk market. 

I think the chairman would agree probably with that observation. 
That has been the trend now for a number of years. Lt I reme mber 
the figures—Mr. Norton can check me on this it seems to me, Mr. 
Norton, that about 10 years ago approximately 00 to d2 percent of 
our total milk production welt mto the fresh market and how it 1s 
about 72 percent, So there has been a trend in that direction. 

Mr. Apernetuy. I think I understood someone to state this morn 
ing that we now have the lowest total per capita consumption of milk 
that we have had for quite awhile. 

Secretary Benson. That is total dairy products in terms of milk 
equivalent. 

Mr. Norton. That is right. We are down 130 pounds per capita 
from our high. Our high was about 879 pounds per capita, It 1s 
down to about 730 now. 

Mr. Anpresen. As I understand it from the figures submitted to 
me we now have the lowest per capita production and the lowest per 
capita consumption of dairy products in history, and the figures also 
show that the consumers are paying the highest price for milk that 
they have paid in the last 20 or 80 years. Maybe it is an alltime high. 

Secretary Benson. At the same time, the consumption of fresh milk 
has gone up. 

Mr. ANDRESEN. The consumption probably would be increased if the 
price were lower, too, and during the 6-year period beginning in 1946 
we have lost 4 million dairy cows, and our whole population has in 


oO) 


pong 


creased by more than 30 million people. 

Secretary Benson. That is night. 

Mr. Anpresen. We really should have more milk cows to produce 
more milk and dairy products to sell to consumers at reasonable prices. 
Sescretary Benson. Of course the low price of beef cattle, Mi 
Chairman, which we have at the present time, may tend to increase the 
number of dairy cattle. You know, on many farms they can switch 
from one to the other, and if the price of dairy products is such in re 
lation to beef that a farmer finds it more profitable to have dairy cows 

than beef cows, many of them will swtich from one to the other. 

Mr. Anpresen. I was interested in your statement about transfer 
ring milk into deficit areas. We worked on that for a long time. 

Secretary Benson. 1 know vou have. 

Mr. ANDRESEN. But we find that loeal and State health restrictions 
have prevented the shipment of milk, even into the Washington mar 
ket here, where they have a sort of closed shop. and with no marketing 
order. and it seems to me it would be a 2ood thing for consumers here 
and elsew here, wherever they have these closed shops, if we could vel 
more milk into those areas, we would probably be performing a service. 

That is one thing that this committee is going to go into before we 
conclude our deliberations. 

Secretary Benson. I am glad to hear that because the industry com- 
mittee is also going into that problem. It so happens that some feel 
that a larger proportion of the dairy products in the butter-producing 
areas could be moved out as fresh milk if there were not some of these 
extreme restrictions. 
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Mr. Anpresen. I might say about Mr. McIntire, he comes from 
Maine where they produce potatoes. He went through the potato- 
support program and saw Canadian potatoes take over the market 
in the eastern part of the country, when our domestic potatoes were 
destroyed. 

We do not want that to h: ippen in the dairy industry. 

Secretary Benson. I understand he has been a student of agricui- 
ture all his life. 

Mr. Anpresen. Mr. Belcher is here. Do you have any questions? 

Mr. Bevcuer. No, sir. 

Mr. Anpresen. Mr. Hoeven ? 

Mr. Horven. I am not a member of this subcommittee but I do come 
from a large dairy State. [simply want to compliment the Secretary 
on the very splendid statement. In view of the fact that the Iowa 
General Assembly just this last week authorized the sale of colored 
oleomargarine, we of course are in sympathy with what you are trying 
to do—get rid of this butter surplus as quickly as possib le. 

Mr. Anxpresen. Mr. Hill, would you like to ask some questions? 

Mr. Hin : No questions 

Mr. ANpreszn. Any other questions? 

(No response. ) 

Mr. Anpresen. Mr. Secretary, just let me sum up here and see if 
we can try to pin this thing down. You have stated repeatedly here 
that there is need for import controls. 

Secretary Benson. So long as we have support programs, that keep 
our levels above the world market. 

Mr. ANpresen. And you also favor permanent legislation on import 
‘oO?! trols 

Secretary Benson. Yes. 

Mr. Axpresen. You prefer section 22 if it is properly amended to 
give emergency authority to act before the T: arifl C ommission acts 
under sections 7 and 8 of the reciprocal trade program ? 

Secretary Benson. Yes. if it can be made to function properly to 
proy ide the Pp tection which we need, then I would certainly favor 
section BY, 

Mr. Anpresen. I want to get it clear whether or not you subscribe 
to the President’s recommendation of continuing the reciprocal trade 
program for a year for further study. 

Secretary Benson. Yes. I subscribe to it. I think it is a move in the 
right direction and I think it will provide time not only to study recip- 
rocal trade but the whole foreign trade program in its relationship to 
our domestic production. 

Mr. Anpresen. In view of the fact that we have a 90-percent sup- 
port for dairy products until April 1, 1954, and since you have a com- 
mittee from the i industry who are working out a new program, are you 
adverse or do you favor the continuation of 104 for another year to 
give further study by your Department, this commitee, and the indus- 
try, to give the authority to protect imports? 

Secretary Benson. I would prefer to see 22 invoked and made 
workable to cover all commodities, not only dairy products, and fats 
and oils and rice, and all commodities, and use section 22, either 
through improved administration or an amendment to give the Presi- 
dent the necessary emergency powers to accomplish all that we accom- 
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plish under section 104 but to extend it to all commodities that mav 
be imported. 

Mr. Anpresen. Then you would not be averse to having section 
oa roperly amended to give the emergency authority so that you can 
act Immediately after June 30 or prior to June 30 as to what you 
are going to do? 

Secretary Benson. If it is found necessary in order to give the 
President the necessary authority to prevent excessive imports that 
would undereut our support programs. 

Mr. Anpresen. If such legislation is not enacted amending section 
22, then do you recommend the continuation of section 104 4 

Secretary Benson. T would hope, Mr. Chairman, that either through 
more effective administration or through amendment, we could have 
the use of section 22 so that we would have the same authority over 
any imports of agricultural commodities for which we have a support 
program, that we now have on the limited number under section 104. 

Mr. ANDRESEN. If section 104 would be broadened to take in the 
other commodities under the support program, that would serve 
the same purpose, would it not 

SrecreTary Benson. It would to a large extent, I would think. I 
still feel that we would get less adverse criticism and retaliation from 
abroad if we had a statute something like section 22 which was made 
workable, providing for appropriate hearings. I think that is the 
democratic way of doing it. 

Mr. ANprESEN. It isall inthe administration of the act. 

Secretary Benson. Very largely, that is true. 

Mr. Anpresen. And if it is not properly administered, you are 
running into the same situation that confronts us now. 

Secretary Benson. That is right. 

Mr. ANpresen. We thank you very much, Mr. Secretary. 

We have a representative of the State Department this morning 
and Mr. Linder, the Assistant secretary. Mr. Linder, are you here ? 

Mr. Linper. Iam, sir. 

Mr. Anpresen. Mr. Linder, our time is rather short here. I am 
wondering if you could come back on the 16th to appear before the 
committee for a more extended session ? 

Mr. Linper. I think so, sir. I am at your disposal. 

Mr. ANpresen. I think we will ask you to appear at 10 o'clock 
on the morning of the 16th. 

We have with us this morning also Dr. Gordon W. Sprague. Dr. 
Sprague, are vou here / 

Dr. Sprague has prepared a statement for the committee on import 
controls on certain dairy products. He has copies of his statement 
and | am going to just ask you to take 2 minues, Doctor, to explain 
what isin your statement. 


STATEMENT OF GORDON W. SPRAGUE, THE WESTERN 
CONDENSING CO., APPLETON, WIS. 


Dr. Spracur. Thank you very much for this opportunity of saying 
this little bit. I work for the Western Condensing Co. which makes 
dried whev and milk sugar and this little statement is about milk sugar 
which is the only product to which I am addressing this because it is 
the only one of these products which is currently being imported, 








308 DAIRY INDUSTRY 


I am just a little bit doubtful where to go with this statement. We 
have difficulty tying either milk, sugar or dried whey to a price-sup- 
port program ¢ and, as of now, oul prices are not significantly higher 


than they were in World War II 


Nevertheless, the imports are increasing very rapidly. Unless you 
tf me to read rough this, W ( will take me 10 minutes, and I 
dont think we should now—— 


Mr. Anpresen. I do not think you better, but I did want you to 


meet the committee and state the subject you are interested in, and 
your conmiplete statement will be included as part of the record at this 


Dr. Sprague. I would like to agree, if any of the committee want 
to £0 1hto this further, to come back and meet the committee and cis 


cuss if. ind I want to point out that here is ee eee 
product nm Fact 3 whey and milk sugar, only one ot them in trouble 

the moment—which is not reached by anv of the Secret: ys pro- 
eram for a support product, and yet I think you will see by the data 
here that e Increase Mn nports Sven 804 million pounds in 1950, 
Mi ch was the first Geek mport—prior to that we had exports— 


doubled in 1951 and teas again in 1952 approximately, and it is 
not a one problem at all. 


It Up rob lem entirely, | think, of the manipulations of exchange 
rates, and this industry 1S back ot the production ot penicillin, infant 
food, and pharmaceuticals for the most part—a very essential in 


dustry r you ever get in trouble. 
\t the rate imports are coming 1n, they are about 10 percent of the 


total production in these | hited States this la ve: ‘of 1952 . or close 
to it—9 percent. There is a very real calaans as and it requires 
someth a ditterent thar we have heard about this morning. 


Mr. ANDRESEN. What will be the effect if import controls are not 





Dr. SpRaGuE. 'f the import controls or quotas of some sort are not 

e by] ned Tor li kK SUMal ind the trend of imports cont nues, I would 

xpect to see that within 4 or 5 vears the milk-sugar industry will go 

{ { thie el na t1"\ ai be omethinge we had once and do 
wav mo! 

Mi DRESEN. So, vou urge actiol be taken to place nm lk sugar 
under import control @ 

Dr. = Gl Section 104 inust be extended, or something like it, 
into permanent leg@islation, and I think it must be broadened to go 
beyond it—it must take care of every manufactured dairy product on 
the list. 

That gets to be a lone discussio) vou have not got time here now— 


but obviously vou have had your experience with buttermilk powder 
ma whole lth lk powdel Wii ch were ho covered by the support 


Ni verthe less. you get in trol ble and vou ret in trouble with all of 


these proaucts I Vou leave any of them free. So, the program must 
cover each of the manufactured dairy products. 
The document referred to is as follows: ) 
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STA By G ON W. SP Bero I) voi 5 \ ( M I 
O! l to {ll ON ( Ol Hi ti iy Ss N I 5 

Ch I n Andre 1 ventle en of the cor os =<t let } x you for 
vill ! le thle. i 0 eS rl l ( ) t 1s t for he 
record tf i! \ ( f \ a 

name is Gore \ Sy | } é 
co ih has ul | I i ( i I é ed 
t Appleton, Wis | ! 

Ihe Weste1 ( ( Ss whe 4 \ I > 
ese] g abo 93 1 ‘ : ; 
he ret rvered for ' wena d whey products } ’ 

and an il fee 

his stateme efe! S ‘ : I ne = tl] mn whey product 
rrel Hiplor I Li) ! here e been ¢ ised h her endin 
producers of 1 sug rh ‘ offered to ampli the record of 
the hearin of l t el to 31 I \ ow 
formation on the ene) he ifeme ro | \ ona 
Cheese Institute, the Creameries A n, al he National Milk 
Producers Fede Ol equately « r the genet I 
Qne purpose of this statement is show that sect M oof \¢ efense Pro 
duction Act should be retained t idequate co rable and permanet exis 
lation ca e enacted re ice it 

Another pur ( his s r nt to show that 1 I il ke 1 COI 

on to the he ! ! elfare he peopl e United § ir in 

< ess of that his it ited by ed ntity of j sugar produced Mill 

ir iS an essential in our domest ePCONOLLY It is more ¢ el ‘ in a i 
economy. 

[It is proposed to show that imports are increasin ta rate hich, if con- 
tinued, will destroy the milk-sugar industry in the United States 

Import quotas are necessary since tariils are ineilective to restra mports 
at present foreign-exchange relationships. Flexible quotas are recommended. 
Such quotas would hecome ineffective whenever wholesale prices I | ir 
exceeded a reasonable level as represented by parity They should become 
operative again whenever prices are below that reasonable level I do not 
recommend unlimited increase in prices any more than I condone artitt 5 
pegged import prices which will destroy an Amer industi Flexible quotas 
protect consumers as Well as producers 

This statement proposes that port quotas should have been ed to mill 
Sugar under section 104 at the import level of 1950 It is now proposed that 


the quota should be either the level imported in 1950 or the average of imports 
for the 5 years, 1948 to 1952. 








Whey, a byproduct of cheese production, is available in large quantities It 
many cases it poses a disposal problem for cheese producers. Water pollution 
and the dumping of liquid whey into sewers are closely related. Unless whey can 
be manufactured into useful products, its disposal becomes an item of added 
cost to the cheese manufacturer and may dislocate the delicate balance of sup 
port prices between the various groups of manufactured dairy products 


Total industry utilization of liquid whey at present approximates 4 to 5 
billion pounds per year. This whey is manufactured into condensed and dried 
whey products, including milk sugar, The processes currently in use yield about 
2 pounds of milk sugar for each 100 pounds of liquid whey 


PRICES OF MILK SUGAR 


Since World War II, milk-sugar prices have varied with the growing demand 
Vv increasing costs. 


of a growing penicillin and infant-food industry and generall 
Currently the market is weak under the impact of increasing imports, and prices 
cenerally are low by comparison with prices during the war. At present they 
exceed 1945 prices by only 1 or 2 cents a pound 

ir are substantially below those of the comparable 





Prices for imported milk st 
domestic product Domestie U. S. P. sugar is presently quoted at about 29 cents 
per pound Imported 


pound on the dock, duty paid 


U. S. P. sugar has recently been quoted at 21 cents pe! 
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IMPORTS OF MILK SUGAR 


Prior to World War II, milk sugar was exported. Some was exported inme 
diately after the war Imports on a commercial scale started in 1950 Imports 
since 1946 have been as follows: 


Pounds Pounds 
1946 D6 | 1950 S04, 10S 
1947 0} 1951 1, 31, 998 
1948 0} 1952 2 O67, 659 
1949 0 
The 


mports of milk sugar came mostly from western Europe, where abundant 
supplies of whey are known to exist. There is no reason to expect that the 
growth trend projected from the imports for 1950, 1951, and 1952 will not develop 
into imports approximating 

1953: 4,500,000 pounds 

1954: 9,000,000 pounds. 

New facilities and organization of whey supplies make growth to this level 

easily attainable in western European countries. 


PRODUCTION OF MILK SUGAR IN THE UNITED STATES 

Production of crude milk sugar in 1951 reached a peak which is not likely 
soon to be repeated Unless war is precipitated hy some unforeseen event, the 
50 million pounds of crude milk sugar reported for 1951 was an all-time high 
Production estimates for milk sugar are as follows: 


Estimated production of milk sugar 





CThousa sound 
istimat Est ite 
R i \ n ‘ Repo j production 
Year pr 1 t of os I i n it I 
crude crude 
1938 112 ( 1 1941 6, 27 
1939 - 4,4 1942 6.9 8 178 
1940 609 ( ws 194 GO & O04 
I ,survey I e byt War Food A list 104 
Milk sugar production since the war has been reported as follows 
I isand poun 
; \ ) 
: U.8 P ' I ctio 
Yea t I Year i ; principal 
fA I F \. producer 
194 { 24.0 
104 mM ) sy 52 i 
1947 ‘ 0, 40 
1948 24,4 , 3, 24% 
Pr 19 a pou I or il i 
cI a 


Not available 


The large production in 1951 represents a combination of miscalculations. The 
NVA program for penicillin was to double production. New facilities were au 
thorized. Production of milk sugar was also stimulated 
were investigating a source of increased 


industry was seriously overstimulated 


Produceis of peniciliin 
milk-sugar supplies. Altogether the 
At present the record shows that a peak 
of penicillin production (in terms of a 12-month total) was also reached in 1952 
There is evidence that the United States exports of penicillin have been displaced 

nereased foreign preduction, thereby reducing domestic 


miik-sugar require 
ments 





% 


AN NR asim 6 hin the 


Si 


Nn. 
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A realistic appraisal of the milk-sugar industry indicates present annual re 
quirements of about 30 million pounds per year. Imports in 1952 were about 
percent of domestic production. The projection of the growth trend for im- 
ports shows that by 1954 they will amount to more than 25 percent of the total 
United States requirement if these imports are not restrained. 


ESSENTIALITY OF MILK SUGAR 
When the requirement for milk sugar for penicillin became known, in 1943, 
a survey of the milk-sugar industry was made to determine what uses of milk 


sugar were nonessential. The requirements were found to be as follows: 


Estimated requirements for milk sugar, 1944 


(Thousand pounds] 


"se Minimun Maximum 
Infant feeding 5 900 5 ow 
Pharmaceuticals + 000 2 500 
Penicillin 4 500 7 OW 
Other uses 7 200 5M) 
Total...... ‘ai eneting 12, 700 16, 500 


The conclusion was that there were no nonessential uses. In wartime all uses 
were highly essential. The requirements since that time have increased, but 
the essentiality of uses has not changed. It would not seem reasonable in 
1953 that an action should be taken which would make the United States more 
dependent on Western Europe in time of war. A more reasonable approach 
seems to indicate greater dependence of Western Europe on the production of 
the United States. Our milk-sugar industry should therefore be maintained 
in as strong a position as domestic requirements will support 

The industry is currently tooled and equipped to produce about 50 million 
pounds per year. Raw materials are available in ample supply. The build 
ing of foreign plants to supply the United States market represents wasted money 
and energy. Furthermore, experience shows that we cannot depend on Western 
Europe for supplies in time of war. But experience also shows that if Western 
Kurope equips plants to manufacture milk sugar, then both the domestic pro 
ducers of cheese and milk sugar as well as the administrative agencies of our 
Government and the Congress are faced with endless problems. It seems desirable 
to settle so important an issue now by placing foreigners on notice that in the 
case of so essential a product as milk sugar, the domestic market for imports 
is limited. 

The whey disposal problem 

Producers of cheese have historically been plagued by the need for whey 
disposal. Prior to World War II, the why was dumped into sewers and streams, 
causing a pollution problem. Since World War II sanitation officials have in 
sisted that this practice be stopped. Many cheesemakers have installed whey 
drying equipment to solve their disposal problem. 

Dried whey fluctuates widely in price in different phases of the poultry cycle 
Frequently it is not sufficiently high priced to pay for the cost of processing. 
The milk-sugar market has had a stabilizing effect It carries part of the 
processing cost. In manufacturing 100 pounds of liquid whey into feed and 
milk sugar, 2 pounds of milk sugar and 4 pounds of dried whey products repre- 
sent the usual yield proportions. Destruction of the milk-sugar markets by 
increased imports will aggravate the problem of whey disposal. 

One pound of milk sugar represents about 50 pounds of whey. At 30 million 
pounds per year, the milk sugar contributes to removal of solids from about 
1,500 million pounds of liquid whey. 

Milk sugar makes this contribution to whey disposal wherever it is pro- 
duced. Plants are located in several States. The number of plants in each 
State is: Indiana 2, California 2, Wisconsin 6, Missouri 1, Ohio 2, Minnesota 1, 
New York 4, Vermont 1, Oregon 1, total 20. 
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problem will be seriously affected if imports of milk 

l But plants and raw materials are adequate. Why 

sipation of an industry which contributes so much to 

well as to the solution of domestic problems by helping to 
* streams? 

our ¢ deration the ex on of sectiol 

individual product manufactured from milk 

Oo iggested that consideration be ven to the 

ermanent form as part of our basic agricultural 


(nwpresen. Thank you very much. The committee stands ad 
|. Wewill meet Thursday morning at 10 o’clock. 
Whereupon, at 11:55 a. m., the hearing was aciourned, to recon 


rie Thursd Ly, A 
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THURSDAY, APRIL 16, 1953 


Houser or REPRESENTATIVES, 
SpeciAL Dairy SuBCOMMITTEER OF THI 
CoMMITTER ON AGRICULTURE, 


Washington. D. i. 


The subcommittee met at 10:05 a. m., pursuant to call, in room 
i310, New House Office Building, Hon. August H. Andresen (chairman 
of the subcommittee ). pre siding. 

Pre ent: Represe! tatives Andresen, Dacue, Lovre, Golden, Wil 

ims, Grant, and Abernethy. 

Also present : Represe ntatives Hoeven and MelInt ire, 

Mr. ANpresen. The committee will come to order. We have with 
us this morning Mr. Linder, from the State Department. 

Mr. Linder, we would be very vlad to hear from you. Do you have 
extra copies of your statement / 

Mr. Linper. [Thave, Mr. Chairman. 

Mr. Anpresen. Will you state for the record, Mr. Linder, your 
position and your connections, please / 


STATEMENT OF HON. HAROLD F. LINDER, ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Linper. Mr. Chairman, I am Assistant Secretary of State for 
Kconomic Affairs. 

Mr. ANbresen. How long have you been Assistant Secretary of 
St ite / 

Mr. LINp! R. Since last December, Mr. Chairman. | became asso 
clated with the Department of State a little over 2 years ago as Depr t\ 
Assistant Secretary of State. I was Deputy Assistant Secretary of 
State until sometime in December when I was appointed Assistant 
Secretary of State. 

Mr. ANDRESEN. You may proceed, 

Mr. Linper. I wish to thank the Special Dairy Investigating Com- 
mittee and its chairman for granting the De partment of State this 
opportunity to testify before the committee wit! respect to import 
controls on dairy products. 

I should lke to begin by saving that the Department of State is 
fully aware of the difficulties with which we are now faced in con 
nection with our domestic dairy products program. So long as the 
Commodity Credit Corporation is buying large quantities of butter, 
cheese, and skim milk and maintaining domestic market prices well 
above the world price level, it is clear that there will exist a strong 

313 
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inducement for imports to be drawn into the domestic market in larger 
than normal quantities. 

Nevertheless. the situation is not one which warrants the rigid 
restrictions on dairy imports—in some cases amounting to complete 
embargo—which the De partment of huacl iculture has been required to 
Impose under the provisions of section 104 of the Defense P roduction 
Act. 

There are other remedies in our laws—specifically in section 22 of 
the Agricultural Adjustment Act of 1934, as amended, and in the 
anes clause of the Trade Agreements Extension Act of 1951—which 

e believe are adequate to deal with situations in which imports might 
impair agricultural programs for dairy products or cause serious in- 
jury to the dairy industry. 

I am aware that there has been some criticism in the past to the 
effect that, although the procedures under section 22 exist, they have 
not always been used where necessary or promptly. As you know, the 
President on April 8, 1953, directed the Tariff Commission to institute 
section 22 investigations on dairy and other products now under sec 
tion 104, and to report and recommend by June 1 any measures neces 
sary to prevent interference with our agricultural programs upon the 
lapse of section 104. On April 10, the Tariff Commission instituted 
such an investigation and on April 13 announced that interested per- 
sons would be afforded an opportunity to present oral views regarding 
the subject matter of the investigation on May 4 and 7. 

I should like to point out why the Department feels that this prob- 
lem is better handled under the provisions of section 22 than those of 
section 104. On March 7. I made the following statement before 
the Senate Banking and Currency Committee: 

The extension of section 104 by the United States would do considerable dam 
ace to our efforts to achieve economic strength and solvency among ertonany 
foreign countries. The President emphasized in his state of the Union message 
to the Congress that, “Our foreign policy will recognize the importance of prof- 
itable and equitable world trade.” By introducing trade barriers which are not 
essential to the protection of American agriculture, the restrictions imposed 
under section 104 defeat this objective 

rhe extension of section 104 controls would compel the United States to con- 
tinue to act inconsistently with agreements previously undertaken with friendly 
countries. The continued disregard of these commitments in the face of well- 
founded and repeated protests from 10 countries is seriously undermining efforts 
to build confidence in our leadership along the whole front of our foreign policy, 
as may be observed from the notes we have received * * *., 

Mr. Chairman, I have copies of these notes, which were introduced 
into the record of the Senate Banking and Curreney Committee and 
which are also available for this committee if you desire them. 

Mr. Anpresen. If you will submit them to the chairman we will be 
glad to consider them. 

Mr. Linper. Thank you, Mr. Chairman. My statement went on to 
say: 

It is dificult to overemphasize the significance which foreign countries at- 
tribute to section 104 and our action under it. In part. the reason for their 
concern lies in the injurious effect of our section 104 restrictions on their trade: 
it hampers their efforts to overcome balance-of-payments difficulties and makes 
it more difficult to reduce their need for extraordinary assistance trom the 
United States. But it is to a perhaps even greater degree the symbolic signifi- 
eance of section 104 as to the direction of United States trade policy which 
arouses concern. The fact is that, for them 
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that is the foreien evovernments 


the bill carries the implics ation that the United States is moving away from 
a policy of Cooperation with its allies toward a restrictionism which disregards 
both our obligations and their needs. Even our friends in other countries are 
hard put to defend us. Our enemies seize upon each such example to make the 
Claim that the United States wants not free partners in a mutual exchange 
of goods but only dependencies where American surpluses can be conveniently 
dumped 

It has to be borne in mind that one of the express purposes of the international 
agreements which section 104 compels the United States to violate is to further 
the interests of American agriculture. The prosperity of American agriculture 


depends, in the first instance, on domestic prosperity But, as the President 
pointed out in his message on the state of the Union, it depends also “upen the 
opportunity to ship abroad large surpluses of particular commodities, and, 


therefore, upon sound economic relationships between the United States and 
many foreign countries.” 

By denying friendly foreign countries an opportunity to engave in profitable 
and equitable trade with the United States, this law limits their purchases of 


American agricultural commodities, as well as a wide range of products from 
other American industries and enterprises. The close tie between our imports 
and our export sales is illustrated by the fact that one government, the Nether 
lands, has curtailed its imports of wheat flour from the United States specific 


ally because of section 104 restrictions, and several other governments are con 
sidering similar action. At a time when American agricultural exports are al 
rendy falling off, we can ill afford any further decline in such sales 
The fact is that critical parts of our agricultural economy are gear 
ed to doing a substantial amount of business with foreign countries. 
We sell a great deal of our cotton, our wheat, our tobacco. and 
rice overseas: last year, for example, just under 40 percent of each of 
these crops was marketed abroad. To a lesser extent, we market a 
rood many of our specialty crops abroad, as well. Our appte, orange 
isin. and — produce rs have always relied on foreign markets to 
provide the extra margin of profit that makes the difference between 


a lean vear and a prosperous one. 

Vaken all together, these exports cequare the use of about 69 million 
seres Of American farm land, an area larger than the cultivated acre 
soe of all our tesa rh States. These 60 million acres translated 


into dollars and cents meant export sales valued at $3.4 billions for the 
Smerican farmer in 1952 

What this means in terms of our agricultural trade with certain 
eoontries may surprise you. Italy, one of the “cheese” countries, pur 
ehased in 1951. the latest vear for which such data are available. S126 
million worth of American cotton, $41 million worth of fats and oils 
and $38 million worth of grains. 

The Netherlands bought $158 million of agricultural products in 
1951, ineluding $51 million worth of grains, $38 million worth of cot 
ton and $22 million worth of fats and oils. Even Denmark. with a 
strong agricultural industry of her own and a population of only 
414, millions, bought $29 million worth of agricultural produce fron us 
Altogethe r, we sent Europe $2,106 millions of agricultural goods ji 
1951. 

Large as they are, these exports appear even larger when compared 
to our imports of agricultural produce of only $314 million from E u 
rope that year. In short, even though our exports may be less this 
year, in 1951 we sold 7 times as much farm produce to Europe as we 
bought. 








Furthermore, the cumulative r t is that, taking all products and 
afl cnn es together, our exports are persistently exceeding imports 
by about $2 billion a year 

The importance to the farmer of | export markets is something 
which he himself is not alwa‘ ware, As far as the farmer 1s 
oncerned. his contact with domestic merchants. not with foreign 
neors. What he a position to see it that these crops are resold 
he thean merchants for export road. Once these foreign markets 
dry up, the pipeline is logged and the domestic buyers disappear. 

A nothe por that eeds to be stres sthe fact that when foreign 
markets for o ir export crops ar reduced, it not the cotton or wheat 
or tobaceo farmer alone whi itlected. Our whole agricultural 
economy feels the effect, throug! Lnumbe f different iannels. Per 
haps t e most Important re it that farmers t d to turn over some 
of their land from export crops to domestic crops; from cotton to 
pe ultrv: from tobaeco to ti : Wl ev: and yon. Only a part of 
the land will shift over in this wavy of course. But the shift does not 
} ive to be very creat before the resultant pressures are felt through- 
out the whole range of agricultural production. Pro perity for our 
export crop producers, therefore, is inseparably tied in with prosperity 
for the farmer producing for the home market. 


l } 


The Mat all plan prov ded one wav of dealing with this problem. 
Of course, it was conceived for a much larger purpose and accom- 


plished a great deal more than simply providing an overseas market 
for American farmers. But it did serve the incidental purpose of 
providi ¢ foreign countries with dollars, some of which were used to 
buy our American export crops 


This means of disposing of American farm products, however, is 
ie which none of us Wants to col inue for anv lor vel than necessary, 


neither the American taxpaver nor the American farmer nor even the 


foreign governments who receive « lr a cl. Foreign buving must be 
) {ona basis on which it pays its own way. 

The only practical way of achieving this is to make sure that the 
foreign countries have every reasonable opportunity to earn the dollars 
that they need to buy our Ame? \ products \ hich means that for- 


elon countries shoul | have every reasol a] le chat ce to sel] their soos 


in our markets. 


It s at this point that American agTicl Iture is faced \ ith a 
dilemma. Some of the product hich other countries have been 
elling tou nad waht to kee yon sell he to us are items which we can 


produce for ourselves, provided domestic prices are high enough. 
And one way of helping to keep these prices high, mn addition to 
(;overnment buving, is to reduce or eliminate the imports we have 


bee hn recelving 


r from foreign producers. 

1 : ; 
A reduction of imports is often an attractive and seemingly pain 
Witlol when one s 


‘ment or another of American agriculture 
is demand ne some action. ¥ t when we apply rest] ctio? s to keep 


} } 2 , . 
out the normal imports of foreign producers, we clearly are running 


serious risks. Foreigners, finding that their American market. is 
] en ] +) ‘ so ahvbatanrel , 
gone, will be forced to cut back on their purchases of our export crops 
: . : d 
as a result. Al d some oj the farmers Who previo isly raised export 
crops will turn to producti nm for the home market, thereby adding 


to home competition and adding to the pressure on our support pro- 
A 
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grams. Everybody may lose; our cotton farmers may lose their mar 
kets overseas, and foreign produ ers may lose their domestic markets 
in the United States. We balance our trade with the rest of the 
it both ways. 

I do not pretend to have any easy answers for this dilemma which 
American agriculture faces. As long as we recognize the equity of 
support: prices for the American farmer, we shall always be faced 


world in the worst possible way—by restricting 


with the problem of reconciling the farmer’s interest In maintaming 
these programs and his interest in inaimMtainine his overseas murkets. 
We hiavy hever be able to achieve a pel fect balance between these two 
nterests. But I feel sure that we can achieve a better balance than 
our present policies how provide. 

Mr. Anpresen. We thank you. Mr. Linder, for your statement. 
Members ot the committee would probably | lke to ask you a f¢ W 
questions to ¢ larify the position ot the State Departme t. Before I 
ask a series of questions I will call on some of the other members of 
the committee. 

Mr. Dague ? 

Mr. Dacur. Mr. Linder, you mentioned free trade. Are those 
folks in foreign countries absolutely free? Are they operating undet 
exchange and tariff controls that operate against the overall idea of 
reciprocity {Did our import controls precede or are they following 
What is done by foreign countries ¢@ 


Mr. Linper. I mentioned “free” in an entire] lifferent ‘oOntext, I 


meant in terms of free governments, free men, and governments which 
were the prod cts of democratic processes compal ible to our own, 
tho wh ving from time to time. | Wil ot talk yy about com 


\ 
plete freedom of trade. | thn K if is correct tosayv that no one of these 


countries to which I alluded has a comp! tely free trading policy 
\ Tam { iwegesting that we should have “ completely free th ud 
ing policy. ‘That is to say I am not suggesting that this country sud 
lently abandon all forms of lmMport protections, no tar ffs and so on 

ian sugovestineg that it has been our constant endeavo) lt] ugh 
that was not the light in which [ used the word “free”—to persuade 
our Et ropean friends by both precept and example, that all of our 


interests would be better served if we eliminated to the vreatest extent 


possible restrictions in their trade, and Lam urging this committe 
that the same thing ought to be done by us Wherever it Is possible for 


us to do it. 
| said In the bee hing of Ni statement that | recognized fully 
that we had a problem with our dairy industry. I merely thought 


and recommend, the Secretary of State recommends, that some method 


} ) t { ] 


other than the reenactment of section 104 would be more appropriate 


1 , 
have peen urging 


and more consistent with the kind of things we 
upon our foreign friends. 
Mr. Dacur. Mr. Linder, would you care to comment on what is 


an observation on our own self-interest, as to whether the balance 
ot exports over Imports have hot just about equ iled some $37.000.0 0 
which we have given in one form or another to our so-called European 


allies! 

Mr. Linper. I am not in a position to comment on that, because 
that involves a mass of figures, sir. It includes military-aid items, 
it includes a whole comy lexity of things. But I am prepared to sup 


port W hat I indicated here, nai ely, that exclusive of military aid our 
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exports exceeded our imports of commercial products by $2 billion, 
and that in respect of agricultural exports, as of this particular time 

1951, which were the latest figures which we had available to us— 
| th nk the figures that | quoted were S2Z.100 — ot exports of 
rainst $300 million of agricultural imports. 


agricultural ving bape g 
\ir, ANDRESEN. ill the gentleman vield on that pink’ 
Mr. Dacue. (¢ hia 


Mr. ANprEsSEN. I note on page 3 of vour statement vou said: 
export sales valued at $3,400 m on of the American farmers in 1952 


And then you also referred to the export of agri ‘ultural goods in 


15] Were most of the exports of agricultul | products in 1951 
ind partly in 1952 products that were paid for by the American people 
rough the ) Maxsball plan? 
Mr. Linper. I think it is perfectly clear, sir. that they were, because 
of the balance-of aie position of the United States. Our ex 


port did exceed our Imports by a very substantial amount of money, 


ie only way to have adjusted that balance of payments was for 


net th 
( 


sto have provided the money necessary To! them to buy. Otherwise, 
we could not have exported. 
ANDRESEN. Did balance of payments have anvthing tf »>do with 


this giveaway program ¢ [ will cite to vou commoditie Under the 
Marshall plan, from April 1948 up to and including the first part of 
1952, we paid for and gave away $1.600 million worth of wheat. We 
gave awav $1200 million worth of cotton. We foe and gave 
away $450 million worth of tobacco. Those were straight giveaway 


programs 
I do not see how you can include those figures and those exports 
<a part of balance of tr: when it comes to agricultural commodities. 
Mr. Linper. May A Say, I am not sure that I quite understand the 
But may It make an explanation of what [tried to say 
before? If we are to expr rt more than we import, either we have 
to provide the funds with which somebody pays for that export, or 
we Ve to take the good necessary to pay for that export, o1 we have 
to reduce our exports. There are no other ways out of it. If we are 
to ship ibroad the product of Ameri ‘an Tarmers which exceeds the 
Himmo t whieh is consumed in th country, al d it is in the interests 
of the national economy and the interests of our farmers to ship them 
broad. then we must either accept goods in return or we must pro 
vide funds for a variety ot things. 
We ay he }1 viding funds, sir, for the construction of a dam or 
t] e Con truction of al } casuals whatevet I may be, but we provide 


the dollars and those doll: ars { used to pay i) these iniiee There 
sonlyv a third alternative aa that third alternative is not to ship the 
prod ict s. If vou do not ship the produ ts then obviously vou do not 
have to provide the dollars in order to buy the product of the Ameri 
can farmers. 

Mr. Awpresen. We recognize what you have mentioned, that some- 
bod has to pay for it. either the American people, which is not very 
popular except to those who get rid of their surpluses, and as you men- 
tioned, cotton, tobacco, and wheat, but that is only a tempor: ry pro- 
oTram to he Ip feed anain peop le and to he Ip rehi ibilit: ate the people 
of those countries that have been at war. 
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That is my understanding of the Marshall plan, and I was a member 
of the Herter committee which visited all of those countries in 1947 
before the Marshall plan went into operation, to study food and agri- 
culture in the various countries. The program was sold to the Ameri- 
can people on the idea that we were to feed hungry people in these 
countries of Europe because it was said that hungry people were more 
susceptible to Communist influence, and I agree with that. 

After my committee’s trip to Europe I was convinced that hungry 
people were most susceptible to Communist influence. I thought we 
ought to get food to them, and I offered an amendment to the Marshall 
plan that two-thirds of the food that we sent to these different coun- 
tries should be distributed by the Red Cross and church and charitable 
organizations to feed these hungry people so that they would not go 
Communist. 

Bit the State Department at that time was opposed to any program 
giving food that we sent over there, to hungry people. My proposal 
was defeated. Sothe food was sent to the respective governments and 
they sold it to the hungry people who had money to buy it with. I] 
know we have a new slogan now—trade or aid. I think many of us 
are confused about the entire program, at least Lam. I do not think 
we can continue to have the American taxpayers pay to get rid of 
these surpluses, and some scheme must be devised so that we can 
trade with them, because we all want a certain amount of foreign 
trade. 

Of course, | object to the liquidation of the dairy industry in order 
to provide the dollars which will not go very far in selling our cotton 
and tobacco ena wheat. 

Mr. Lovre / 

Mr. Lover. Mr. Linder, it is rather hard for me to reconcile your 
statement relative to section LO4, and your statement on section 22. Is 
it not true that section 104 merely nails down the provisions of sec- 
tion 22! 

Mr. Linprer. Sir, there are differences between section 104 and see- 
tion 22. Section 22 has been on our books a long time. Section 22 we 
believe sets out a process, as the Secretary of Avriculture explained, 
which is consistent with our international agreements. If there is a 
situation which requires action to restrain or restrict the importation 
of goods by the United States, if the Tariff Commission finds such a 
situation, if it makes a careful analysis of it, if it is presented to the 
President of the United States, the President of the United States 
can take certain action under those circumstances. 

Mr. Lovrre. The objectives of both sections are the same, are they 
not / 

Mr. Linper. They are the same in broad terms—to restrict Importa 
tion, either by raising barriers or limiting the amounts which may 
be brought in. But under 104 the Secretary of Agriculture can bar 
completely the importation of any product. Under section 22 the 
restriction on importation can be limited only to 50 percent of some 
reasonable base period. So that you would not have a situation where 
all Italian cheese or all Danish cheese, or all Swiss cheese was suddenly 
denied any opportunity to compete in our domestic market under sec- 
tion 22. 

If the situation were such as to require action under section 22, those 
would be the limits. In addition to that, under section 22 there must 
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be an agricultural program, as there is in fact in this particular Case, 
whereas under section 104 action can be taken in the absence of such 
i program, for the purpose of such a vague objective as orderly storage 


and marketing. 

We believe that 104 has caused us a great deal of difficulty in our 
fore r}) relation S. We believe It 1s inconsistent with the General 
\oreement on Tariffs and Trade, to which this country 1s a party. 
And as vou will ee, no doubt. when we have filed the notes with the 

i rma of the committee, it has caused a very strong doubt in the 
minds of our friends abroad that we really want to do the kinds of 
hg them to do. 
rand pressing them to do are 


ow and press 


things which we are preach l 
Those things which we are preachin 


done under the instruction of the United States Congress. That is, 
ie Congres he appropl ited money speci illy to the MSA to 


mulate private industry, to stimulate competition, to stimulate the 
elimination of restrictions of an arbitrary nature on the part of for 
elgn governments. 

If we impose restrictions of that kind ourselves our preaching is 
not likely to have very much effect on them. 

Mr. Lovrr. (¢ ertainly, Mr. Linder, you do not mean to say that it is 
the intent of Congress to liquidate our dairy industry and agricul 


1 


ture in order to achieve the objectives that you have mentioned ¢ 

Mr. Linper. I do not, sir, for a second suggest that. The figures on 

mports of dairy products, as compared to the totality of production 

of dairy products, do not suggest, to me at least, that the application 

of section 22 would constitute anvt ng in the direction of a liquida 
oft our da ry ind istry. 

I do suggest. sir. that we in t State Departimes t, at least, must 


think of the totality of our positio1 We must think of the fact that 
we must be Just as concerned with the exports oft tobacco, cotton, and 


whent as we are concerned wit the miports of dairy products. We 


N t think of the opportunities that our manufacturers wish to have 
to sell abroad And we must think, most of all, that we as conscien 

OUS public servants, cannot urge a continuation forever of a pro 
cram which the chairman just deser bed, under which to vive the 


i} ey away in order that they may come in and buy on r products. 
Mr. ANpresSEN. You have mentioned da I"y products, that we should 
them come in. Of course, I assumed that that is equally true with 

Industrial products, that they si ould be perniutted to come into the 

United States ? 


Mr. Linprer. Sir, lam not suggesting that they be permitted to come 


n without any restriction, or without any tariff. I am suggesting, 
r, that they should not be sIngied out to be ut off completely. If 


you will permit me, Mr. Chairman, I made some statements about 
production. 

Mr. ANpDrEsEN. I just want to follow up on this thought that I 
have in mind, to get your comment on it. I have been told that in 
the morning paper there appeared an article describing a bid on cer 
tain electrical equ pment from E Gland to install in this country, 
which came under the jurisdiction of the Defenss Department ? 

Mr. Linprer. Yes, sir. 

Mr. ANDRESI N. ] am inte rmed that that b dl wis around a million 
dollars under any bid from any American concern. I am also in 
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formed that Secretary of Defense, Mr. Wilson, canceled out the 
contract and asked for new bids. 

Mr. Linper. That is correct, sir. 

Mr. ANpRESEN. May | have your observation on that? 

Mr. Linper. I can give you the State Department’s observation, 
which is my own. We think that assuming, as we have every reason 
to assume, that the specifications were met by the foreign bidder, the 
ontract should have been awarded to the United Kingdom seller. 

If there were questions in the mind of the Secret ivy of Defi hse 
to the technical adequacies of the proa ct being offered bv the british, 
whi 1} | ain not informed about, sir, then | Call ul dersta a that he 
asked for new bids with more specihe spec ification s., or more definite 
pecifications. 

But. based upon the facts to the extent that lL am informed about 


them, the case seems clear to me that those British bidders, who were 
na position to save this COUNTS Sl million, and who were in addi 


tion paving a duty of some S600,000, should have been awarded the 


contract. 


Mir. A NDRESEN. Then See retary Wil on is out of line with vo ir 
thinking on this particular deal y , 

Mr. Linper. All I am saving, sir, is that I am not informed as to 

vy Wilson may have some 


what is in Secretary Wilson’s mind. Secreat 
] 
i 


technical reasons with which I am not fami f thr 


a spect oO} 


ar | 
struction of the particular equipment when he canceled all bids and 
suggested that maybe new specifications would be posted and _ all 
bidders would come in again. 

But if again, under such circumstances, the British are the lower 
bidders by anything like so significant an amount, L would say that 
we ought to buy the British equipment, 

I would also point out, sir, that we import a negligible amount of 

equipment in this country, and we export many, Many times as 
much as we Import of that kind of equipment. Trade has to be a 
two-way street, 

Mr. Anpresen. Is it not true that the highest British pay to any 
laboring man is around $23 a week, compared with nearly 3 times 
that much for skilled labor in this country 4 

Mr. LIND! R. | do not know wages Ih the U1 ited Kingdom that 
accurately, Mr. Chairman. 

Mr. Anpresen. That is the coal industry, where they pay the high 
est wages, around $23 a week. 

Mr. Linprer. I am sorry; I have no comment on wages. 

Mr. Anpresen. You know the wages paid to the American skilled 
workmen. 

Mr. Linper. I would say that as a generality, wages are substan- 
tially lower in the United Kingdom. But I would also Say several 
things: First, that one cannot express these things merely in terms of 
wages. One must express them in terms of cost of living as well as 
wages. One must determine, in other words, what the real wages are. 

One also must determine the subsidies, benefits of various kinds, 
hospitalization, or anything else that may be afforded to a British 
workman which is not afforded to an American workman. 

What the disparity is, I do not know. I do know that American 
manufacturers of automobiles, for example, are able, and many manu- 
facturers of agricultural machinery, I believe, are able, despite the 
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very high wages that we pay, to compete successfully with manufac 
turers of similar equipment in other countries ot the world where 
wages are substantially lower. 

So that I do not feel that a mere r¢ lationship of wages on a dollar 
basis, or any other currency basis, represents the full story of whether 
or not there is equality. 3 ; : 

Mir. ANDRESEN. Do vou then subscribe to Henrv Ford's position of 
free trade on autome biles and other e mmodities 4 

Mr. Linper. No. sir. I made it clear earlier, Mr. Chairman, that 
I did not. IT said that I understood perfectly that certain t: ariffs were 
needed in this country. and there may be times when we need not only 
tariffs but when it may be necessary, as for example under section 22, 
to restrict the volu ne of lM ports mto this country. 

I am not suggesting that Tam a free trader, or that I subscribe to 
Mr. Ford’s theory. But I do submit that a great many industries in 
this country, in fact most of the industries in this country, despite 


high wages. are perfectly able to compete in the world because they 
are more ¢ ficient produce . because of Various factors which I need 
not go mto here, so that | and not concerned about the Americal 
ability to compete. 

| am concerned about our Giving our honey away. And | am 
coneerned about the fact that we need high production levels to keep 
this country prosperous, and that this country cannot absorb all that 
we can produce, and under those circumstances I think it is necessary 
to permit people who buy from us to pay for it. 

If they do not bry from us, and they do not pay for it, we have to 
either give them the money or cut our production. If we cut our 
production, I am sure the economic effects on this country will be 


disastre WW 

Mr. Anpresen. Thank you. Mr. Lovre? 

Mr. Lovee. First things should always come first. Should not the 
(American market be preserved for the American producers, Mr. 
Linder ? 

Mr. Linper. No, sir: I do not think T can subscribe to a statement 
as simple as that, because as I have tried to indicate in various com- 
ments that I made, I think the position is far more complicated. 

In certain cases the American producer could not supply ade 
quately the whole of the American market. In other cases the Ameri- 
can |] roducer has a necessity both for keeping his costs down, and 
because there is nothing else that he can do with his land in the case 
of agriculture, of finding big markets abroad. 

If our wheat farmers have to cut their production by 40 percent, 
if we are not going to give our money away, I need not tell vou gentle- 
men what effect that will have on the economy. 

We do produce 10) percent more wheat than we wish to eat. It is 
important that we enable people to pay for that, and they can only 
pay for it in one way, and that is by shipping goods to the United 
states, 

I would wish for a world in which they would ship goods to the 
United States exclusively of a nature which we did not produce our- 
selves, 

But God has given us a very rich county, with great natural re- 
sources, a great trading area and great intelligence and management 
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skill, and there are few things in the world which can be produced 
which we cannot produce ourselves. 

If we could pay for all the things we wanted to export by importing 
rubber or by importing tin, which God did not give us within the 
continental limits of the United States, I would think that was splen- 
did, wonderful. 

But unfortunately it is not the fact. We create, through our in 
genuity, a synthetic rubber industry, and I think it is fine that we do, 
but it definitely limits the amount of rubber that we ean buy abroad, 

We cannot buv rubber that we do not need, and under those cir- 
cumstances we have to buy things which we can use. 

We are in the fortunate position of being competitive. Being com 
petitive, I do not think we need to fear, for the most part, importa- 
tions into this country. They represent a very tiny proportion of 
the tot: ality of our American produc ‘tion. 

If we could import into this country another cent or two of every 
dollar that we spend in this country, we would have no need for any 
Marshall plan: now that we have | milt back these war-ravaged coun- 
tries, we would have no need for any aid program. 

But if we will not do that and permit people to pay for our mer- 
ehandise. we have only two choices, either cut dow non our product ion 
with all the depressing effects that will have on our economy, or take 
in material which we can use, where it will not affect adversely a 
vital industry in the United States, to enable these people to pay for 
the merchandise. 

Mr. Lover. If we follow your theory, we will seuttle the whole 
support program as far as agriculture is concerned. 

Mr. Lrxper. I am not suggesting that. 

Mr. Lovrr. That will be the result of it. 

Mr. Lrxper. No; I do not think it will, sir. You would have to 
inquire from the Secretary me Agriculture about that rather than 
from me. But I do think it is perfectly possible, with our export 
program as it presently exis a. to take action under section 22 and 
mot bar completely the importation of certain of these products 
which are vital and life giving to some of these countries. 

After all, if we cannot eat all of our wheat, neither can Denmark 
eat all of the cheese, nor can Italy eat all of the dairy products that 
it produces. 

It badly needs our wheat, otherwise it would go hungry. If it 
could find wheat some other place, it would not buy it. 

Mr. Anpresen. Will the gentleman yield ? 

Mr. Lover. Yes. 

Mr. ANprESEN. Of course, the items that are embargoed and on 
which no imports can come in are butter, and now whole-milk powder. 
Those are the two principal items. The cheese items to which you re 
ferred—on some of the types there is no embargo at all and no import 
quotas. 

On some of the main competitive cheese items there are are ve ry 
liberal quotas that have been established. In fact, the imports for 
1952 and 1953 are not far under the imports of 1950 and 1949, 

Is the principal objection to the embargo against butter and whole- 
milk powder ? 

Mr. Linper. Our principal objection, sir, is to the fact that we are 
taking a step here, or will continue to be taking a step, which, from 








the State Department point of view, we do not believe is consistent 





th the totality of our position ‘ 

I will not be SO bold. Mr. ¢ rman. as to argue in detail a case 
in respect of specific dairy products. I am not technically sufficiently 
wel nte rmed to do that. I at * | hope, sutliciently well informed 
to be able to discuss the total of our import and export business 
ind to discuss the eff oft | ition which runs contrary to our 
tatal policy. and I think to the totality of our economic interest. 

| wot ld il ke to vnother question 
or comment that was made, that. of ow ion of milk prod 
ucts in 1952, we produced 114 billion pounds of milk equivalent, and 


( rimport were 661 million. 
In other words. t e percentage was a very, very small one. 


Mr. ANDRESEN. We re Ov! ethesnmiatiiquantity. 


Mr. Lixper. The Mportation Is negligible, compared to the whole 
orth product ‘ 

Mi \LNDRESEN. We also recognize the 111} iC of mports Ink Unh- 
limited quantities upon the iket price to our domestic producers. 

Mr. | VY DER 1} it | \ hy | { } Vou need SO} M« protect Ol, SIT, and 
I | 1\ Vor ead] eC Ol 

Mr. Anpresen. That is the r mn 1 offered section LO4, to give some 
prot To ocd | }>1 mt 

Mr. Linper. Our only ditlerence, Mr. Chairman, is that we beheve 
in the totality of our Toreign-V ons picture and in the welfare of 
the | ted State i | ( ; if equate protectiol s available if 

ct y dl 

You ive had. from vour 1 Y dent, a mo ent in a direction 
! bec vid | ! ele has not taken 


S1on asking for a report of their findings as of June 

Section 104 dor ot expire ntil June 30. I eems to us at least 
that 104 should not be reenacted 1 less it is found necessary to reenact 
It. 

Mr. Lover. I would like to n e one observation. It seems to me 
that the thinking of thes Le rtn dutely in reverse. On 





page ~. Vou say, The prospet tv o} Ame ca 


nay rriculture depends, In 
thr Hirst 1 tance, on domestic prosperity.” I tl} 


unk that is in reverse. 

[ think American prosperity is definitely dependent on the pros- 
perity of the farmers of thiscout cry. 

Mr. Linprer. I do not take exception to that. I think the totality of 
our agi cultural pri ture indicates quite ( learly hat exports are very 
much more lmportant to ou \merican wriculture than are the im- 
ports a threat to the American ALT le ulture. 

We export almost ee b llion more than we IM port, 

Mr. Lovee. Tl ly way that you can maintain that prosperity is 
LO protect the ent market for the American future. That Is all, 
Mr. Chairman. 

Mr. ANpreEsSEN. Mr. Grant. 

Mr. GRANT. No questions. 

Mr. Anpresen. Mr. Abernethy. 

Mr. Anernetuy. I have no questions. 

Mr. Anpresen. Mr. Golden. 

Mr. GoLtpen. Yes, sir. Mr. Linder, 11 notice you state on page 3 that 
foreign buying must be placed on a basis on which it pays its own way. 

Mr. Linper. Yes, sit 
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Mir. Gonp) N. Phat syoul ult mate objective é 

Mr. LInper. Yes.s t's 

Moar. Cie LDEN. Yet on page 5, whe Vou @1ve us the bet - To! Tp ral 
Ing@ the enormous amount of exports that went out of this country n 
WoO and 1ID51, vou do not ve ‘ Sanv 1 ent rul to ow t it there 

re \ eorTrrne tre ad 

Isnt this true: that we are shipp! 9 les ag cultural products t] un) 
we were In 1951 ¢ And are we not MmMporting mo agricultural prod 
ucts Trom othe ountries to this country i e were In [9] 

Mr. Linper. Sir, my statement also in d; itement. that t] 
was particularly mportant at a time when exports of agrici tural 
proau s did seem to be ci lining So that Lam refer ne to anothe 
pr tin mm Cate it 

But I aeree that there has been some dee e | ndieated that 
there had been some decline. Che evap between om exports and 1m 
ports is still very, very great, and it Is very great on the side of 


exports. 
Mr. Goupi N Is not the tre nad in these for vn countries toward pro 


ducing more and sh ppimge more of their agricultural products to 
(merica, and at hey not making considerable progress in that pag 
ticular; and, as a result of that, won't it have a greater impact upon 
ceerta segmelits OF ¢ economy, DY Tor hiports co vy into ft 
COU try, Lilie we | ave rensonable protect on inthe future ¢ 

Mr. LInb} rk. Sire vou can balance youl trade at al loh level or at 
il ) ir sd, It eels to me that ou biective o tit to be to balance 
it at thre hy rive po ible level, Anyt Nhe that we cnt ao to Increase 
productivity throughout the world is going to benefit the world as 
iL whol 

If ecan find. as I] ld. a ries of products that they could produce 
which we had no production of, that would represent the ideal. But 
we ill not eet into that k nd of deal world. ecnuse we have such 
fe ility in this country, and Such hegenuity, iid we have such varia 


tion in climate, that practically anything that anybody can produce 
can be produced here as well 

But we are getting a vreatel ce pendence 1k This COUNTY upon the 
producti nh abroad. Years avo we were eompletely self sufficient. 
‘Today we port huge mmounts and must Tipo rt h ive amounts of 
copper and very large amounts of all kinds of commodities. 

\s far as agriculture is concerned, it does not look for an indefinite 
period of time as though the pro luction of food oraims, of cotton, of 


ToOvRCCOL. CAN he tiniiuiated fo a port outside ot hyis country which 


would satisfy the normal and rea mable demand of those people. 

I venture to suggest. sir, that vou could reverse this trend, thi 
short term trend of a de line i wll ultural exports, if there were 
more money. ln other words, | believe tha OT rope ind the rest of 
the world would, if they had the dollars to do it, be buvinge more of 
our wheat, more of our cotton, and more of our tobacco: that the 
only restriction on them at the present time ts the fact that we will 
not Give, and should not oive, unlimited imMounts of doltal , and they 
do not have an opportu U\ to earn more dollars so as to buy nore ol 
our merchandise. 


Mr. Gotpen. How lone do vou think this cOUnLLS could atford te 
sh) p these goods and | L\ for it itself / 
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Mr. Linper. I think a very short time. I am strenuously working 
and hoping that we will be willing to permit them to pay for it 
themselves. 

Mr. Gotpen. Fundamentally, are we not up against the same propo- 
sition where imports are hurting not only agriculture but many other 

anufacturing products this country’ Are there not many in- 
dustries that are gradually losing their opportunity to exist, and 
laving off a number of their workmen, because of the importation of 
foreign products 
Mr. Linper. I do not think so. sir. I do not think so. I think, as 
I explained to the chairman a few moments ago, American manufac- 
turers may not get this particular contract for the equipment on the 
( f Jose p! Dam, but they export that same type of equipment to 
ten times the extent that we import it. 


/ 


If we want the kind of world in which we do not give money away, 
order to buy our products, and we do not take merchandise In, in 


ler for them to pay for ow products, think of the effect on West 
se and General Electric and Allis-Chalmers, who are the 
ikers of that kind of equipmet t.and Iemerson- I think they are the 
0 jor ones—if their export markets are cut off, and the imports 
are cut off. Who is better off / We are better off by taking the 1 
percent in and shipping the 10 percent out. 
Mr. Gotpen. What are we going to do with various industries and 
various segments of agriculture that are literally being destroyed by 


a | }¢ 


untin ted and unrestricted imports ¢ 

Mr. Linper. I do not know segments of industry are being de- 

roved. . 

Mr. Gotpen. Do you think the coal industry has been injured by the 
niportation of foreign residual fuel oil ¢ 

Mr. Linper. I think this country needs the residual fuel oil that is 
{ ne ? 


Mr. Gotpen. Even if it closes down approximately 50 percent of the 
producing plat tsof the country and lays off several hundred thou- 


Mr. Linper. I do not think, sir, there is a chance of reconverting 
present fuel-oil consumers to any substantial extent into the renewed 
\ir. GOLDEN Asa result of that the damage that is done by this 
mportation of foreign oil is permanent, and we have thousands of 


\merican men who have no jobs as a result of it. 

Mr. !LINDER. Mav Is ogvest that the order of chronology is some 
think like this: People who wanted the cheapest possible heat and 
power, Swit hed from coal to fuel oil. That was step No.4; "F ey 

ced their equ pment to fuel oi! It w is for the most part fuel oil 


1} 1 


ble inthis country 


Having changed their equipment to fuel oil, they naturally no longer 


bought the amount of « oal that they had bought theretofore. But the 
reason they changed their equipment was that it was cheaper to use 
fuel « la d better, and we had lower costs and we had better products 
} ver. cheaper power than we would have had thev contin- 

Hay o done that. we have a ndition. Now the question is, how 


aed tu die that « lition. W ive, as vou know, substantial oil 


DAIRY INDUSTRY 327 


reserves in this country. We also own when I say “we” I mean 
United States companies, and the United States people, one way or 
another—we also own substantial amounts of oil abroad. We havea 
situation from a military point of view and a defense point of view, 
which is not all that we would desire. It would seem to me, sir, to 
be far wiser to get into this country as much oil as we can properly 
use without affecting seriously and adversely our production of do 
mestic oil, but on balance to take in the oil and conserve the oil indus- 
tries which this country has in the United States. 

Mr. Goupen. The end result of your reasoning, after the coal in 
dustry has been victimized by this philosophy, now you are still ad 
vocating that the domestic production of residual oil should give Way 
to the importation of foreign residual oilf Is that not the logical 
conclusion that must be drawn ? 

Mr. Linper. No, I do not think so, sir. I must respectfully dis 
lwree, The coal business has not vel been suckin. Some rail 
roads, certain powerplants, decided that it was a lot cheaper to run 
on oil than it was on coal. en made that decision without any re 


gard to whether there was oil in Venezuela, whether there was oil | 
the Middle East, whether Pal was oll in the Duteh East Indies. tt 
had nothing to do with it. They made that decision because it was 
cheaper. 


Mr. Go_pen. Does not the record show that they have been im 
porting this residual fuel oil for several years in greater and greater 
quantities each year ¢ 

Mr. Linper. I have not before me, sir, the statistics on the impor 
tation and what the record shows in that respect. So I could not 
comment, 

Mr. Gotpen. What about the importation of watches and the im 
pact that it has had on the manufacturing of watches in this 
country ¢ 

Mr. Linper. | would suggest that looking at the economy as a whole, 
we sell to Switzerland infinite ly more than we buy from Switzerland. 
If I look at the watch industry, | may be sorry for 2 or 3 producers 
of watches, but I say that my job is to think of the totality of the 
American industry. If I know that all kinds of products are being 
sold by American industry ana emp loving Ame rican aia and 
employing American farmers through the = of material to Switz 
erland that far exceeds in importance the number of people who are 
emploved and the number of dollars that are invested in the America 
watch industry, it is in the national interest not to restrict the a 
tation of watches. 

When I recognize, sir, that we have substantial tariffs in that 
direction already, and when I recognize that in large measure these 
excess exports that go to Switzerland are agricultural exports, which 
your committee ought to be concerned with, it seems to me that the 
national interest is better served by permitting Switzerland to buy 
and pay for them. And they get no aid from us. They buy and pay 
for them. 

Mr. Anpresen. Even though it would liquidate the watch industry 
in this country ¢ 

Mr. Linper. Mr. Chairman, it might liquidate a great many other 
industries. IT ary me rely suggesting that there are more people el 
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plo ed, and more money en ploved, in the sale of merchandise To 
Switzerland, which they pay for, than will be hurt by the importa 
( of Sy watches. I thn k that on the whole my position must 
Ol ons dey ne the total t\ ot the people emploved, whethen 


ey are emploved in the automobile industry, or growing wheat, 01 


e { l stry 
If mor people are emploved for the sale of things that we can sell 
paid for. than are threatened by the Importation of things, 
i ft ce ae n the nationa lite rest to encourage the lIMmporta- 
( order that we be paid for what we send abroad. 
Mr. ANpresen. Your position is that it is the greatest good for 
t lie rentest mi ber n th country, evel though Imports were to 
juidate cel ndustries ¢ 
Mr. Linper. I think 11 the greatest good for the country, which 


the people al 1 thre property of the people, that is the thing 
e should be concerned wit! nthe State Department. I think 

| servants we serve all people mn all industry. 
Mr. Gotpenx. Your position applies to the dairy industry as well as 


these other industries that are claiming that they are being liquidated 


Mr. Linprer. Sir, I submit that Ido not think that the dairy industry 
1) o | qu dated. I] ive also made vers clear that there is an acute 
roblem which has to be faced by the dairy industry. I merely sub 

that that problem ean be faced and handled within the limits 


of oul ternational agreements, \ th the kinds of things that we are 
trving to persuade othe people to do in our own interest, and in the 
nterest ot a Tree world. | cio not believe th il under those circum 
stances one can say that the dairy industry is being liquidated if 104 


not reenacted., 
Mr. Goupen. Can we agree upon this: Generally speaking we have 
amuch higher wage seal n the United States than thev have in these 


other foreign countries that we trade with 2 
Mr. Linper. We do agree, sir. 
Mr. GoLtpEN. Do we agree that the standard of living here in Amer 
“A much | oher than the vast majority of the countries, foreign 
countries. that we trade with ? 

Mr. Linper. We do. 

Mr. Goupen. Tf you carry out this philosophy that you have been 
advocating here, and where you indicate that the United States is tak 
Inge the le ad to stimulate some at least modified theory of free trade, 
and when you consider that we have a high standard of living and a 





high wage scale over here, is there any way to get. away from the fact, 
f that philosophy is carried to its ultimate end, that we have got to 
reauce our wage scale and we have vot To reduce our standard of 
| Ving 

Mr. Linver. Yes, sir: I think there are two ways. In the first place 
I ao not think that J have advocated carrying this pholosophy to an\ 
Itumate e cl. I th nk that there Is reason, al d reason must prevail. 
lam not suggesting that we advocate free trade. 


Secondly, I suggest that these higher wage scales and this highe: 
standard of ving are 1} large measure a facto) ot our large produce 
tion, and that om exports are essential to that large production anc 


four wages would fo GOW! ind we would have depression in this 
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country if we were not able to export, because we cannot consume all 
that we produce. 

Thirdly, I would like to suggest that the important factor to be con 
sidered is not the dollars per hour or the dollars pel dav or week or 
month or year paid to the American worker, as against that paid toa 
French worker, but what vou get for those dollars We. through our 
vreater mechani aul skill, through the more ¢ the tive management that 
we have, through the hard work of our laborers in this country, do not 
pay more per ul it of produetion. 


An automobile ean be produced cheaper in the United States thar 


it can be produced in France, despite the fact that our wages at 
three times as high. 

Mr. Goupen. That is all because ot the fact that we have had 
American Way of life over here that has brought oul people up to 
ereat standard not only of living but of intelligences and ability 
produce, Is 1t not 4 

Mir. Lrxper. T attribute it to a number of things. JI attribute it 
toa good many that God wave, to a wood deal that we have developed 
ourselves, and tothe fact that our borders have been wide. that we have 
been able to trade between our States without havine tariffs and 
restrictions between those States, and that we have had unfortunately 
a whole series of small economic units in the rest of the world which 
have not had those advantages. And it is due to an inspired leader 
ship in this country over 150 years, and an inspired Constitution, 
which has given stimuli in all those directions. 

But I suggest, sir, that as of this particular moment we have nothing 
to fear because we vel production out of our laboring people with the 
aid of our capita 





\ with the aid of our ma hinery, whether it be on 
the farm or in the factory, which, while enabling the payment of 
higher wages in this country, actually gives us more per dollar paid in 
wages than is obtained in Europe. 

As long as we can do that, we have no reason, it seems to me, to 
have fear, because our costs are down. We can compete. That is 
generally true by and large for American industry. It is not true in 
the manufacture of laces where there is nothing but handwork, that 
is perfectly clear. But it is true where you have any degree of 
mechanization. 

Mr. GOLDEN. In the course of yvour discussion with our chairman il 
month ago you stated that there had been and possibly necessarily 
would be some displacement of employment, and some companies 
that would not be able to survive, but that you thought the overall] 
accomplishments of your program would be better than to have these 
American institutions survive, 

What would you suggest that we do with these people who are 
knocked out of employment and the people who lose their capital in 
American investment here 4 

Mr. Lrnper. I should like to say, sir, that I have been in business 
for about 30 years. One of the articles | remember reading when | 
Was a comparatively young man, around 1927, was an article called 
Business Has Wings. It was published inthe Atlantic Monthly. The 
purport of the article was to demonstrate one of the characteristics of 
American economy, the fact that there used to be a carriage business, 
there usec to be a harness business, there used to be all kinds of busi 
nesses which disappeared, and other businesses take their place. 


$1153—53—pt. 1 22 
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We used to have a tremendous bic ye le business before my time, and 
the automobile business came in and we have a very, very small bicycle 
bus hess. 

But I should like to say that the shifts and the pain that is caused 
by shifting of jobs, the loss of « “ap tal that is implie it in shifts from 
one business to another in this country, shifts in consumer demand 
n this country, this is one of the greatnesses of this country, that we 


t | 


have done this, that we have fluidity, far greater than any shifts that 
will have to be made through the importation of watches or through 
the importation of some other item which may, at times, cause such 
<hiftts. 

But they are negligible, sir, in comparison with the shifts that have 
to be caused because leather is no longer used to upholster the seats 


of automobiles, and cloth is used. The cloth was made up of natural 
fibers. The next thing we know synthetic tibe rs take their place. The 
next thing we know some fiber made from air takes its place. 


If we were dais of rubber in this nits and built up a syn 
thetic rubber industry as I have no doubt we would have, there would 
have been a tremendous numbe i of peop le who would have found 
themselves out of employment because they grew natural rubber. But 
i lot of new people wouk | have found the ms selves employed and a lot 
of people would have been engaged very happily and very successfully 
in production, direct and indirect, of all the things that go into the 
pre duction of s\ nthetic rubber. 

Those shifts ‘take p lace const: antly. One of the things we try to 
aeprens upon our friends abroad is the maintenance of every one ot 
these things is not a good thing for them, not a good thing for their 
economy. We want this fluidity, we want people to have new ideas 
ibout what they want to buy, what they want to wear, what they want 
to consume, which may push, next year, American gentlemen to not 
wear ties. They may be wearing some kind of a fancy collar. 

You may remember when at one time every one of us in this room 
would be weal ing a stiff collar, called an Arrow collar. or something 
like that. ae wears it nowadays? Cluett, Peabody & Co., who man 
ufactured them, have gone into the manufacture of other things, into 
shirts, ties, or sweaters, or something in that business. The fellow 
who made the collars is not making them. 

Mr. ANpRESEN. What about silk hats? 

Mr. Luxper. I think that is an excellent point in fact. 

Mr. ANpresEN. You recognize that we are duly elected representa 

ves of people from various parts of the country. 

Mr. Linper. Yes, sir 

Mr. Anpresen. I hope you do not criticize us too much for being 

meerned about the welfare of American citizens throughout our 
eCcOnOmMYyY. 

Mr. Linper. I epee | do not criticize you, sir, but I certainly 
vould suggest that the whole burden of everything that I have said 
ere has been to indicate a great concern, and an overwhelming Con 
cern on the part of the Department with which I happen to be con- 

cted, with the very same thing, and that we are concerned with the 
tot» lity of American prosperity. 

We have ho other objective In the conduct of our foreign affairs 
We are not concerned with the prosperity of Germans or French or 
British o1 ans other people. We are concerned with Americans, and 
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those Americans we happen to think are better served if there is a 
two-way street in trade. 

Mr. Anpresen. How long have you been the economic adviser to 
the State Department ¢ 

Mr. Linper. I do not know that I am now, sir, an economic adviser. 
But I have been with the State Department, as I indicated, since Feb 
ruary 1951. 

Mr. ANpresen. I understood you to say that you were the economic 
idviser. 

Mr. Linper. I said I was the Assistant Secretary for Economic 
Affairs, sir. The Secretary may have a number of advisers. 

Mr. ANpresen. Mr. Golden, are you through ¢ 

Mr. Goupen. Yes. 

Mr. ANpresEN. Mr. Williams? 

Mr. WiuutaMs. No questions. 

Mr. ANpresen. Mr. MeIntire? 

Mr. McInvire. I have just a question or two, Mr. Chairman. — I 
would be interested in Mr. Linder’s observation as to whether o1 
not he feels, under our reciprocal trade agreements, that our partic 
pating f) lends in forelen countries do not take steps to protect their 
own internal production similar to steps which we could take under 
section 22 or section LO. 

Are you completely convinced that this is a two-way street: when 
the pressure Is on the other foot / 

Mr. Linper. I think, as I said earlier, sir, that under section v2 
we would not be violating our agreements under the General Avree 
ment on Tariffs and Trade. This IS hota pel fect world I do not 
mean to for a second Mnply that all of our foreien friends are holy 
and we are unholy. Ido mean to say that for the most part I at least 
can think of no example of action taken by any of our trading part 
ners which is in direct violation of the agreements we have made, as 
- 104, 

Mr. McInvire. Hasn't Belgium notified GATT that they are go 
ing to close the importation of automobiles in order to protect then 
own automobile industry 4 

Mr. Linper. I am informed by my associate here, and I did not 
know th fact. that that is correct. We are now pressing the Bel 
gians very much in that direction and endeavoring to persuade them, 
as these notes which are being put before your committee are attempts 
on their part to persuade us, that neither of these practices is prope! 
under the General Agreement on Tariffs and Trade. 

Mr. McInrire. Is it true that the Canadian Government has re 
peatedly used the escape clauses in the trade agreements to protect their 
own Industry or agriculture when it was under pressure of imports 
in thiscountry ¢ 

Mir. LINDI R. Not to mn knowledge. There would be ho objection 
to the use of the e cape « lause beeause that is part of the agreement. 
if we cid not beheve that. we could not honestly come before vou 
1d ivy that vou can use 22 while they are not under the same law 
because there would be an inconsistency in fact In using VY to restrict 
the importation of dairy products. The use of the es ape clause does 
fall within the present prov isions of our General Agreement on Tar 
iffsand Trade. 








1" 
ier all 


Cll tia es, Da ion thie Paritl Commission report vr any other 
facts that are adduced, he should take. And at times we have found 
oursel ve ha position v here we have not agreed with the Tariff Com 
ni QO} At other times we have. We, for exXaipie, Very recently, 
| k ‘ LOOK Ome action wh Cli st ned to to be appropr ate inh 
r, ( Oot thre el) titution of ata tl ind to < it, if I recall correctly, 


without any action on the part of the Tarif Commission. 
Mr. MeInrire. IT am sure that you appreciate that time is of the 


eSst ( the consideration of these relief mensures. T heard a Cana 
d officia Ly, 2 matter of about 3 vears ago, that his Government 
took evel portunity to use the escap auses to protect their own 

a tr) I think the disturbing t ng to some of us in acriculture 
mn relatio to the State Department aha its policies ean be summed up 
i! ! i ts which LI have hl I 

QQne of them occurred in mv own State. A re pre entative of the 
state Depart t told an agricultural ero » that the only reason 
Why agi Litre n general was not in sympathy with some of the 


rect pro ul trade Potrcles Was | ecause the farm people were so contined 


to the boundaries of their own farms that they could not see problems 
In 1 r proper perspective. That is not a public statement that I 
wi | care to make 
e other position is this: I happen to know of men who have 
served on advisory committees at their owh expense, traveled exten 
vely, and sat in on conferences on advisory coniuittees. to consider 
the matters to be discussed by those who negotiated our trade agree 
ments, ¢ v to find. after months ¢ sessions and conferences at re 
peated times, that the trade agreement had already been drawn and 
oned and they vel Ol ly he ne SHOW APOUNC. ‘| mse are stance 
that have occurred. I think it 1 very list irbing to us in agriculture 
to be so completely given the runaround and ienored in instances 
md om terests completely 0 looked. | Cal ubstantiate that 
mM tion that I ive referred to in the matter of some of these advisory 
Co hiitt 
Certamly those of us who are in agriculture realize the in portance 
ol terhnationai trade, but we hay Our own part thay pay olls to 
meet, too. While you speak of the totality of the problem, the totality 
does not concern the problem of the man who has to draw from his 
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bank account a pavroll on Saturday night, and try to convince him 


self that he must share his enterprise and share his equities with his 
foreign neighbors which he loves, but which is a remote situation 
to him 

Phe attitude of the State Department relative to rehef it tances 
or the Tariff Conn slion—I n one who subseribes to the fact that 
the nfluen ‘e of these rovernment i| agencies is somewhat 1 oth \ 
it times, but 1 there Just the sn — | t | nk has been disturb o 


over the past years 
Would it be vour obser\ it1on, Mr Lin der, that f we fell bane k on 
section 22. that w! e it does not vo to the complete limit of eml yo, 


| vou have mention ec, f we were to rely upon it, th) it we could he 
assured that its hh} 


dispatch tl anit has been inthe pa t¢ 
Mr. Linper. May | reply? Mr. Chairman, sir: First let me say 
i | } 


that I have met pas rolls 1 ivselt Tor the last Zo Vvears, I am not un- 
m ndful of the problem 


lementation would be with a great deal more 


Ss condly, I would also like to say that the farm organiZations as a 
whole, who I presume represent Amerieat agriculture, the American 
Karm Bureau. the National Farmers I nion, do suy port oul trade 
reements program. The Agriculture Department, which represents, 
I assume, American agriculture, is in a key position in every interna- 
tional problem of negotiation w hich coneerns noriculture. 

The State Departm nt did not take the lead on the International 


Wheat \oreeme} t. The chairman of the American de leg won was 
the Under Secretary of Agriculture, and I think it is proper that he 
should be. It s true the State Department representative Was on 
th delegatioi ; because it 1s also pro] er that he be advised what the 
effect on our international relations may be. I know of no instance 
In my experience which would justify the statement. I am not sug- 


vesting, sir. for a second that vou may not know of an instance. 

All | ih do hg Is }¢ ik hoe fo ry elf. hn saving that | Fe ow of no 
case in which any industry or agricultural advisory group that was 
called in to consult on a trade agreement was faced with the comple- 
tion of an agricultural agreement and this consultation really consti- 
tuted nothing but a gesture. 

In respect of the statement which some official of the State Depart- 
ment may have made, I would agree with you completely that it was 
at least extremely tactless. I can’t comment on it since I don’t know 
the statement, the circumstances under which it was made, what his 
authority was, or who he was. I am not suggesting that it is neces 
sary for you to so inform me. But I am sure you will recognize, sir, 
that all I can say is that under my jurisdiction I have never known of 
such a statement to be made, and I would have considered it not only 
inaccurate but highly inappropriate. 

Mr. Anpresen. I would like to have your comment on this observa- 
tion: It was the understanding, or at least my understanding, that the 
Marshall plan and economic aid was to rehabilitate these countries of 
Kurope, and was to restore historic trade and break down barriers 
between the countries, instead of inviting the producers in each coun- 
try toship their commodities into the United States. 

Mr. Linper. I would be glad to make an observation on it, Mr. 
Chairman. 
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Mr. ANDRESEN. Has trade been restored between those countries In 
a historic pattern’ Or are we not simp rly inviting those people to pro- 
duce more under our higher price-support programs in the United 
states to ship their merchandise into the country and take aw: L\ food 
and other necessities from the people in the historic trade pattern 
ot those countries. 

Mr. Linper. This, like a great many subjects concerned with foreign 
trade, is a very complex one. IT would like to answer your statement 


In two parts. I would agree that the obiective was to restore produc 
tivity and restore patterns of trade. You may recall that when we 
propos sed the Marshall ) ylan, with the authority of Congress, I was 
not a member of te Government. I was merely a citizen interested 
n public affairs at the time. I recall at least distinctly that invita 
trons were issued to become heenficiaries under the Marshall plan to 


such countries as Czechoslovakia, Poland—which are now, as we all 
know, behind the Iron Curtain. 

You will recall that there was a creat de au of trade between western 
Ku rope al id eastern E urope. At that point the @ ntlemen in the 
Kre mili n dee ‘ded that they were not going to have their so-called satel- 
lites play any part in this very generous offer on the part of the United 
States Congress and people because they felt that it would adversely 
atfect their control over these satellites. 

If you cannot persuade people to take your money, you do not beg 
them to do it. If you can't persuade them to take your help, you do 
not plead with them. So, Czechoslovakia and Pol: ind and those coun 
tries were left out of any consideration under the Marshall p! un. 

You will reeall als o th: at shortly after the Marshal] plan got st irted 
there was an increase in political tension, and that the situation in re- 
spect of our relations with Russia and its satellites became worsened, 
and you will recall, too, that we have had that situation aggravated a 
a result of certain events in the Far East that took place a year or two 
later. 

One of the things that was assumed when the Marshall plan was 
promulgated by this country was a substantial increase in trade be- 
tween western Kurope and what isnow known asthe Soviet bloc. That 
was part of the traditional pattern. ‘That has not been possible. It 
has not been possible for two reasons: It has not been possible first 
because the Russians have wanted to have the greatest possible degree 
ov self-sufficiency, economically as well as politically, and really keep 
that Iron Curtain down. 

They wanted no intercourse, economically, politically, culturally 
or any other way, with western Kurope. Th: at trade could not take 
pl: ice The seco} na reason Was a reason for whi ich we are re sponsib le, 
and one with which I personally have had a great deal to do, and that 
s that we have been concerned about a stimulation of trade between 
East and West because we knew perfectly well that incident to that 
stimulation the Russians and their satellites would be trying to buy 
materials from the West which were of strategic significance, because 
the national trade pattern was highly skilled manufactured goods 
from western Europe as against raw materials from eastern Europe. 

Phe Russians would be offering raw materials and getting the prod- 
ucts of the most skilled labor in western Europe. And that was not 
good for our military picture. I would agree, sir, that the objective 
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Was as you stated, but these two very important facts intervened. If 
you leave those out of the consideration and you begin to think again 
of our specific dairy industry in the U nited States, and go back to 
restoration of the pattern of trade, I think we do have some facts 
that might be considered in that respect. 

Ona doll; ur basis, our exports ot a: Lll'y products have consistently 

exceeded our Imports by a very wide margin since 1940. It is true 
that recent Hnports ona dollar basis have been considerably above the 
low levels of the depression 1930’s, but that has been due entirely to 
the sharp rises in import prices in postwar years. Ona quantity basis, 
our imports of = products are only half what they were during 
the second half of the prosperous 1920’s, when the population and 
real income of iieouaaks were considerably lower than they are now. 
And now our imports of a: airy products are considerably lower, with 
a much expanded population, and with a much richer country today, 
with more purchasing power in the hands of the people, than the ‘'y were 
between 1930 and 1938 

Mr. Anpresen. You in fact state that we have not succeeded in 
restoring the trade pattern between the so-called free countries of 
Europe / 

Mr. Lanner. | am not suggesting that at all, sir. I am suggesting 
that we have not succeeded in restoring the so-called pattern of trade 
in Europe because, for our own reasons and for the Russians’ reasons, 
we have prevented, and they have prevented, the natural trade which 
existed between eastern and western Europe. 

Mr. ANpresen. Has that trade been stopped now / 

1 Ir LInp!} R. It has not been stopped because we are anxious to con 
tinue to restore it to the extent that we can without strategic materials. 
But the trade is actually less than half of what it would normally 
be. The trade that takes place today is trade for the most part in 
materials which will not add to the warmaking potentiality of the 
Soviet bloc. 

Mr. Anpresen. As I recollect it, nearly every country, if not all of 
them, in Europe, have bilateral trade agreements with Russia, and 
the satellite countries. 

Mr. Linper. Surely they do. 

Mr. Anpresen. And they are doing business every day. 

Mr. Linper. They are doing business every day, but much less busi 
ness for the reasons I have made clear. 

Mr. AnpReseNn, Some of them are shipping potential war materials 
to China to be used — American soldiers in Korea. 

Mr. Linper. On that. I would have to say that it would be im 
possible, in a hearing of this kind, a public hearing, to comment ade 
quately. Jam afraid, sir, that a great deal of information, in order 
to go into that carefully, would have to be disclosed, which Tam 
not in a position to dise lose, 

Mr. Anpresen. Let us get down to dairy products and section 22. 
You referred in your statement to establishing a sound economic rela 
tionship between the United States and many foreign countries. 

Mr. Linper. Yes, sir. 

Mr. AnprESEN. I subscribe to that statement. We may have differ- 
ent interpretations of what sound economic relationship mean. But 
would you, Mr. Linder, speaking for the State Department—and I 
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issume for the President as well agree that WMports should be kept 
to a normal basis and not allowed to vo above normal. because of the 
er price level im this country ¢ We will keep that to dairy prod 


= } 


q*T 

Mr. Linper. To dairy products / 

Mr. ANpRESEN. Yes 

Mr. Linper. Well, sir, | do not know what “normal” means undet 


hose Circulnstances, as you phrased it. 
yr - ] 2<¢ 
ir. ANpRESEN. Let us take the vear 1939. 
] 


Mr. Linper. I do not know, sir, what the peculiarities of 1939 were. 


| light I comm nted, Ih respect of this whole period from 1930 to 
1959, and indicated that our present imports were well below what 
bitghit * CO! dered normal in the | ont of the increased purchasing 
powel and the imereased population of the United States. I don't 
know about 1939, sir, because I have not the figures, and I do not know 


iat we could use any one vear asthe criterion 

Mr. Anpresex. Do you think they should be permitted to increase 
bove a normal level, whatever that might be 7 

Mr. Linprer. I would think, sir, that you would have the problem 
of determining what the normal level was, anc | would think the real 
criterion would be what the total ot our econoniyv could take. These 
things cannot be considered, at least by us—I am not suggesting they 
imnot be considered by you—as an isolated industry. ‘They must be 
considered by us as part of this total framework of agricultural and 


dustrial exports and imports. 
Mr. Anpresen. Let me give you a couple of illustrations in the 
qaairy held, Phere is an embargo on butter at the present time, and 


1) 


mas been for 10 or 12 vears, So no butter can be Imported. If section 
104 is discontinued, and considering that the price on butter, the sup 
port price on butter into the | nited States is 6534 cents a pound for 
domestic butter. and with butter selling in Australia and New Zealand. 
at around 39 cents a pound or less, and butter from Denmark being sold 

Ie land at 42 cents a pound, do you think that the pattern of trade 
would be changed on butter when we have a support program here of 
better than 65 cents a pound / 

Mr. Linper. Sir, | thought I said several times that J certainly 
think that you need some substantial controls in respect of dairy 
products, If we used section 22 and section 22 were effective, you 
might have as much as two or three million pounds of butter imported 
in the course of a year, and that is all. | would like to suggest, if [ 
may, sir, that even though that is going to cost the United States 
specifically the necessity of buying two or three million pounds of 
butter, which it does not need, that in the totality of our whole aor) 
cultural, to say nothing of our industrial, export and import position, 
it is far better to do that, and if I understood the Secretary of Agri- 
ulture correctly the other day he too said that if section 22 would be 
permitted to work and it could work effectively—and T am sure he 
knew that that meant two or three million pounds of butter might 
come in—that we might be better off with two or three million pounds 
of butter coming in than we would with a complete embargo and the 
effect that might have on our export of any number of things. 

Mr. ANpREsEN. I see you do not follow me. Butter is selling in the 
world market by the producing countries at around 40 cents a pound, 
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which means it can be laid down in the United States, duty and trans 
portation paid, for around 47 to 48 cents a pound, leaving a difference 
there of 15 cents a pound higher price hecause of the support program. 

You think that only two or three million pounds would be imported ¢ 

Mr. Linper. Under section 22 ¢ 

Mr. ANDREs! nN. Under any section. 

Mr. Linper. I am not suggesting that there be no tariff or no quotas 
on butter. Tam suggesting that the amount of importation of butte: 
should be limited to the amount which could be permitted to some In 
under section 2. 

Mr. ANpresen. And then vou recommend that that should be limited 
totwoors million pounds ¢ 

Mr. Linper. | think that is all that would come in under a proper 
use of section 22 under the existing situation which you describe, sir. 

Mir. ANDRESEN. I agree with you that we must have proper adminis 
tration of any Jaw, according to the intent of Congress, which we have 
not even had with seetion 104. 

I am concerned about what will be done under section 22. But | 


eal predict This: If policies that were pursued prio Lo January 2) 
of this year were continued, we would have not only two or three mil 
lion pounds of butter coming into the country but there would be 
between five hundred million and a billion pounds of butter because 
of our higher support price im the United States. 

Mr. Linprer. I do not think it is appropriate for me to comment as 
tothe propriety of the administration of another department. 

Mr. .ANDRESEN You heard the statement made by the secretary ot 
Avriculture 

Mr. Linper. I did. sir. I was here. 

Mr. ANDRI SEN Do vou subseribe for t| e State Department and fo. 
the President that certain amendments are necess inv tose ‘tion 22, and 
to section 7 and section 8 of the Trade Agree) ent Act ¢ 

Mr. Linper. I did not understand the Secretary of Ag 


riculture to 
favored the 


use of section v2 ~ and if it were fom ad that section YY was not bel y 


sav that, sir. What I understood him to sav was that he 


( {Tec tive ly used, then he would recommend that section 2v he amended. 


But I did not uw dlerst ind him to say that he sugvce ted the immeciate 


amendment of section 22 
Mr. ANpreSEN. [Tam aft uid you misunderstood him. 
Mr. Linper. I read his statement with great care, sir. 
Mi ANDRESEN. That Wal n the questo} ho by members of the 


committee. 


Mer. Lixnper. I thought I listened to each of his answers, sir. 


Mr. ANpresen. Let me put it another Wily. Do vou recogniz that 
there is need foi mnport controls 4 

Mr. LLINDI R. | qo, SIT. ] do recognize the re is need for it. 

Mr. ANI RESEN. Do you feel that those can be accomplished unde 
section 22 ¢ 


Mr. Linpver. We believe that under section 22, the import controls 
will be consistent or more consistent, if you will, with our general 
overall economic policy objectives, and we believe that they will be 
adequate for the needs of the dairy industry. 

Mr Anpresen. The Secretary did recommend that there be given 
authority to him to take immediate action on Import controls before 
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the Tariff Commission could act. Did you hear that recommenda- 
tion / 

Mr. Linper. Respectfully, I did not, sir. What I thought I heard 
was that he felt rather strongly that it would be more appropriate and 
more democratic for the Tariff Commission to act, and that the author- 
ity be given to the President, and the President could then, if he so 
( hose, delegate tothe Secretary of Agriculture. 

He said, if I recall correctly, that the Secretary of Agriculture had 
too much author ity for the most part. 

Mr. Anpresen. I know he said that. We have a situation coming 
up here by June 30 1f 104 is not put into operation. 

Mr. Linper. That is correct, sir. 

Mr. AnpreseN. If it is not reenacted, the importance of your testi- 
mony here today is to a whether or not it is necesary that it be 
—— 

Here we have a support price a that runs for butter and other 
d ury products until April l. 194, which is considerably above the 
world level of commodities—dairy products. 

Unless some action is taken, elther under section 22 or otherwise, 
these imports W il] begin coming in. 

Mr. Linper. That is correct, sir. 

Mr. Anpresen. So you admit that the action is necessary ? 

Mr. Linper. I do, sir, and I say that the President has addressed 
the Tariff Commission, and the Tariff Commission, for the first time, 
has been willing to consider whether or not injury is involved, and is 
holding public hearings, as I indicated in my statement, early next 
month, and will report, I assume, under the President’s directive to 
them. to the Preside nt. 1 month before 104 e xpires. 

Therefore, I should think there would be plenty of opportunity for 
the President to take such action as he deems appropriate under sec- 
tion 22, before the e xpiration of 104. 

Mr. Anpresen. We hope he can show what the administration has 

» mind. I commend the President for trying to get the Taritf Com- 
mission to study this matter and re port be fore June 1. 

I have had a lot of dealings in my years here with the Tariff Com 
mission, and I notice that it normally takes 2 to 6 years or longer for 
the Tariff Commission to take any action. 

The Secretary of Agriculture recognized that and he said that in 
case of ei ergency he would need authority to take immediate action 
and then advise the Tariff Commission to begin its study. 

Would you subscribe to that amendment to section 7 and section 8 
of the reciprocal trade law, and section 22, to include that emergency 
power 1n the hands of the Pres le nt and the Secret: iy of Agric ‘culture ? 

Mr. Lixper. I do not think it is necessary, sir. 

Mr. Anpresen. I beg your pardon ¢ 

Mr. Linper. Ido not think it necessary, sir. 

Mr. ANpresen. In other words, you think the procedure set up in 
section 22 Is adequate, and you do not recommend any changes in 
section 22 or in section 8 of the Reciprocal Trade Acreements Act? 

Mr. Linper. I think, sir, that you have a new administration. You 
have had a very clear ‘dic ation from the President that he recognizes 
the problem. You have had a clear indication from the Secretary 
of Agriculture. 
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I hope I have made it clear that we in the State Department recog 
nize this problem and think action is needed under it 

We do, however, believe that the wise thing to do and we would 
recommend, would be to follow the course that has been started by the 
President to endeavor to see whether or not section 22 can be made 
an effective instrument to accomplish the purposes which I think we 
all recognize are necessary. 

Mr. ANDRESEN. Some of us are trying to lock the door before the 
horse is stolen and we cannot wait for the Tariff Commission. 

You say “We in the State Department.” What you have told 
here this morning sounds like the same policy we had prior to Janu 
ary 20. 

Mr. LANDER. Sir, all I can say to you is that what I have expressed 
this Morning { believe consistent with the views of the secretary of 
State, and with the views of the White House. 

l aim not speaking for the President personally, but ] have dis 
cussed this with his assistants and with the Department of Agriculture. 

Mr. ANDRESEN. Have you discussed it with the Secretary of State? 

Mr. Linper. Yes, I have, sir 

Mr. Anpresen. And his conclusions were as you have expressed them 
here today ¢ 

Mr. Linper. He knew about my testimony before the Senate Bank 
ing and Currency Committee, and I discussed that. Obviously I could 
not anticipate all the questions that you would ask me, and therefore 
he could not, I think, properly be held responsible for every one of 
my imswers., 

But | believe that the tenor of my remarks and my statement are 
entirely consistent with the policy of the Secretary of State. 

Mr. Anpresen. I am, to say the least, somewhat disap pointed if 
what vou have said here is still the policy under the new admin- 
istration. 

Mr. Linper. I do not believe, sir, that there is any basie incon 
sistency between what I have said and what the Secretary of Agri 
culture said. 

Mr. ANDRESEN. Is not the policy that vou have cliscussed here today 
the same as we have had prior to January 20, under Mr. Thorp 4 

Mr. La NDER. I think there is a yreiut difference, sir, as to whether 
or not the President—no, I think it differs in two respects, first as to 
whether the President recognizes the Importance ot dealing with 
this problem, this specific problem which I think President Ejisen- 
hower has demonstrated, and, secondly, should say that there is 
another difference, and that is the Tariff Commission has not hereto 
fore been willing to undertake an investigation of this kind until 
there was some damage, until they had a clear situation. 

They have taken the position that 104 is on the books and nothing 
need be done, and until 104 expires, nothing need be done. But under 
the direction of President Eisenhower they are undertaking, while 104 
is on the books. to understand what the situation would be if 104 
were no longer on the books, what they would recommend under 
section 22—that represents, it seems to me at least, a very marked 
lifference between the situation as it existed heretofore and now. 

Mr. ANnpreseN. The President’s letter seems to indicate that he is 
coneerned about the welfare of American producers, 
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It seems to me that some of the th nes that vou have said here is 
ref] 


ecting the views of the administration are quite to the contrary. 
Mr. Linper. IT am sorry I must respectfully disagree. IT have indi 
cated very strongly, I hope, that I will yield to no one as to my con- 
cern for American producers. 

I merely have tried to make clear that that concern has to be with 
the totality of American producers, and cannot be exclusively with 
any particular industry or any particular business, or any particular 
eoment of agriculture. 

I have tried also to make clear that I believe in the interests of the 
totality of agriculture that we should stimulate and make possible the 
purchase of agricultural products by our friends abroad, the pur 
chase of American agricultural products. 

Mr. Anpresen. Assuming that 104 is not reenacted, and section 22 

used, would it be 1] violation ot the veneral trade agreement if an 
ehibargo were >I iced on butter and dried whole milk, and a limitation 
pi iced on cheese imports. 

Mr. Lixver. I think, sir, it would, but it would be a violation of 
ection 22. Section 22, as I understand it, limits the amount of em 
bargo to 50 percent of some base period in any product, and therefore 

me b itter., as I indi ated. some Y or 5 million pounds, might come 1n. 

But I beheve that that would be in the total interest of the United 
States, rather than to prohibit completely the importation of certain 
products as is the case or as is possible under section 104. 


Mr. ANDRESEN. It seems that section 22—and I helped draft it on 
1 committee some years ago is a sort of a sacred document. It 
i ntended, when we drafted it in this committee, that 1t was to 


} rotect American producers, 
Mr. Linper. I think it does, sir. I do not know that to protect them 


1 it it necessary to have comple te embargoes, Just as | would hot 
ivgest it to protect American manufacturers it would be necessary 
to have a tariff « ) percent on some products. 
Sometimes 15-percent or 40-percent tariff protects. In this case, 
I thu - provides that the total embargo cannot exceed 50 percent 


of a certain Dase period, whatevel that period may be. 

Mir. ANDRESEN. Son action has to be taken within the next 60 days 

Mr. Linper. I would agree. 

Mir. Anpresen. If the Secretary of Agriculture would find that an 
embareo were necessary. as LT understand: Vou say that would be econ 
trarv tothe agreement of GATT. 

Mi L NDER. It would be contrary to section ZY. sir. 

Mr. Anpresen. Section 22, if it would allow the imports of butter 
to be 100 pounds. that would be in co formity 

Mr. Linper. No: it would not. sir. Section 22. as L understand it, 
limits the importation to not oreatel than. or rather | mits the ein 


bargo to an amount not greater than 50 percent of a base period. 

Mr. Anpresen. We have not had any imports of butter here for 12 
or 13 vears, and I do not know just what the base period to which 
OU re rma ay 

Do vou know what vears that covers 4 

Mir. Linper. No: I do not. I think that is a determination by the 


C omission, Phat Wot ld be a determination by the Commission. 
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Mr. ANpresEN. Are you in a position to discuss section 22 with us 


3 a | 


is far as « hanges are concerned, or its method of administration a ic 


the procedure used to administer it / 
Mr. Lixper. I do not think it would be appropriate for me to do 
that, sir,as far as the latter part of your question Is concerned. As Tol 
ie former part. | thought I made t clear that e recommend that 


1 ] j 
no changes be made until we can ascertain whether under a new ad- 


ministration it becomes an effective instrument to accomplish the pur 
poses which you have and which we have in mind. 
Mr. Anpresen. It would be i 
i igreements and the Tariff and Trade Act again, | assume, if a quota 


violation of section 22 and general 


would be placed OW WNpoOrts oft cheese 4 


Mr. Linper. No: I do not think any more than in the case of but 

ter. The same criteria would be used. That is to say, the Tariff 

‘ Commission would finicl that IMportations were threatening a pro 

oram of the kind we have ere and they would be permitted to rec 

ommend to the President that imports be limited to not more than 50 

percent of a base period, and they would recommend what the base 
neriod Weps 


Therefor ~ the same thine could be done with respect to cheese as 


could be done \ ith respect to butter. 

\In. \NDRESI N You state 1 if it would hot be objection ible to the 
adgreehienht I quotas based on that base period were put nto opera 
tion 4 

Mr. Linper. I said, I thought, sir. that I thought it would be more 

msistent. The GATT agreement provides in one of its protocols that 
eXIsting legis] ition, as of the time when we entered the GATT agree 
ment—and section 22 was on our books long before that—cdoes con 
titute an exception to the general objectives of the General Agree- 

ent on ‘Tariffs and Trade, and the veneral objectives you are pel 
ectly familiar with, sir, and they are of course opposed to the im- 
position of quotas on the part of any nation against any other nation’s 
goods, and that is the general philosophy of the general agreement. 

But since this was on oul books we have a perfect rneht. under our 
aereements, to operate under It. 


Mr. Anpresen. Would you favor the elimination of the quota on 


wheat, which is 800,000 bushels? That is just a nominal amount— 
' S00.000 bushels. 
Mr. Linper. Is this an lmMport quota, sir? 
Mr. ANprEsSEN. That is an import quota. 
Mr. Linper. We are huge exporters of wheat. This is a peculiar 
’ anomaly. If we are exporting 40 percent of our wheat crop, I do 


ot see what relevance 800,000 bushels would have. 

Mr. A NDRESEN. Canada would send most of its wheat here because 
of our high support program Chey can get more for it here in the 
United States. 

Mr. Linper. Canada has heen selling its Wheat inthe export markets 
of the world and frequently those export markets of the world have 
been higher. I do not think, sir. that the Canadian market for wheat 
is anv higher than the American market for wheat. 

Mr. ANpRESEN. No: the Canadian market is lower. 

Mr. Linper. It is lower than the American market / 

Mr. ANpRESEN. Oh, yes. 

Mr. Linper. By how much, sir? 
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Mr. Anpresen. A very substantial amount. In fact, the Govern 
ment fixes the price up there. And of course we in substance do that 
here with our high support price. The Government now owns a very 
substantial portion of last year’s crop, or has it under loan. 

Mr. Linper. We have a shortage situation in the world in wheat. 
_ we are exporting 40) percent of our crop, and the Canadians 

» big suppliers. They join us in the wheat agreement. They, Aus 
fein and ourselves supply all the wheat in the wheat agreement. 
They just made an agreement to sell wheat under the wheat agreement 
at $2.05, which is below our domestic price. 

I cannot see why they would do that if they were not interested in 
supplying wheat to the rest of the world, rather than supplying wheat 
tothe United States. 

Mr. Anpresen. [I notice Churchill kicked about that price. You 
probably saw that yesterday. 

Mr. Linper. Yes, sir. 

Mr. Anpresen. He said not to buy any wheat under the agreement. 
So that so 

Mr. Linper. So he may pay a higher price for it. 

Mr. Anpresen. That is reciprocal trade agreement. The taxpayers 
pay the difference between the support price and the price at which 
it is sold in the open market. 

Mr. Linprer. That is true but we also have to export a lot of wheat. 

Mr. Anpresen. That is also true, but of course I think the buyers 
have largely dictated the price that they are to pay, and how much 
the taxpayers are >to pay the producers of wheat. Is that not correct ? 

Mr. Linper. I would not say so, sir. I would say that the repre 
sentatives of the Department of Agriculture have been possibly the 
most determining. the single most determining influence in the price, 
We are the largest exporters and under those circumstances, as repre- 
sentatives of the American farmer, I am sure they have had the 
American farmer’s best interests in mind. I do not think that it is 
reasonable to say that the buyers have determined what price we 
would decide to sell our wheat at. 

Mr. Anpresen. Unfortunately, we are dealing largely with govern 
ments in some of our commodities. 

Mr. Linper. Sir, we area government as well. 

Mir. ANprESEN. Yes, but probab Iv if we get normal tr: sie established 
again ona sound basis, which you have indicated, we may be able to do 
business more effectively. I am not certain of that, that is just an 
observation, You mentioned that you talked with Secretary Dulles 
about your statement here, and the views of the State Department, but 
that vou had not talked with the President. Did you talk with some- 
body inthe White House / 

Mr. Linper. I did, sir. I said that I had consulted people in the 
White House about it. 

Mr. Anpresen. Are you at liberty to tell us whom vou talked with 
over there / 

Mr. Linper. I would prefer, Mr. Chairman, not to comment on that. 
I think that if he is prepared to give me such permission I would be 
delighted to tell you. But I do not think it appropriate under the 
eirecumstances, 

Mr. Anpresen. The statement that vou made is identical with the 
statement made by Mr. Short. of the Department of Agriculture. Did 
you confer with Mr. Short and Secretary Benson / 
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Mr. Linper. I have talked with Secretary Benson at some length 
over the telephone. I have conferred with Mr. Short. 

Mr. Anpresen. I want to kind of sum up here, and see if we can tie 
things together. You feel that there is a need for import controls of 
certain types under section 22 for dairy products 4 

Mr. Linper. Yes, si! 

Mr. ANDRESEN. But you maintain that section 22 In its present form 
is adequate to handle the situation ¢ 

Mr. Linper. Yes,sir. If properly administered. 

Mr. Anpresen. I wish you had gotten the man who handled the 
affairs before January 20 to properly administer it, and you would not 
have had section 104. We were forced to adopt section 104. Accord 
ing to your theory I think it would be a mistake to abandon section 104 
at the present time. I think that you have made yourself very clear 
and there is only one other thing that I want to bring up before we 
adjourn. 

The President has recommended the extension of the Reciprocal 
Trade Act for 1 year in order to give further study to the foreign trade 
proposition. Do you concur in that suggestion ¢ 

Mr. Linper. I do, sir. 

Mr. AnpreEsSEN. We have a more difficult situation when it comes to 
dairy products when you consider a support program at least 20 or 
oO percent helow the ‘work | price, that is effective and i 1 ope ‘ration 
until April 1 of next year. ‘Section 104 has worked effectively and 
it can work better if it is properly administered. Do you not feel, 
in view of the President’s request to extend the Reciprocal Trade 
Act for another year, that the — rules could logic ally app rly to the 
extension of section 104 for 1 year 

Mr. Linper. I donot. I do not feel that. 

Mr. ANpresen. Whiy ? 

Mr. Linper. Because, sir, it seems to me that section 104 is incon 
sistent, for one thing, with the general philosophy and fact of the 
General Agreement on Tariffs and Trade, and because I think it is 
inconsistent with the legislation called the Reciprocal Trade Agree 
ments Act. I feel that it is more restrictive than that was intended 
to be. and under those circumstances ] would hope, since we have an 
adequate instrument in section 22, that your committee and the Con 
gress will decide to permit section 104 to expire unless there is a clear 
indication that 22 will not work. 

In that way it seems to me we will have been carrying out the spirit 
of what the President asked for when he oe for an extension 
without amendment of the Reciprocal Trade Agreements Act. 

Mr. Gouven. I would like to ask you, if 104 was not part of the 
same agreement that section 22 was at the time you entered into the 
international agreement ? 

Mr. Linper. Was it part of / 

Mr. Gotpen. Of the same agreement. It was one of our laws, just 
as much as 22. 

Mr. Linper. No, it was not, sir, sorry. 

Mr. Gotpen. When was 104 enacted with reference to your agree- 
ment ¢ 

Mr. Anpresen. That was in June 1951. When was GATT com- 
pleted ¢ 

Mr. Linprer. Two years earlier, sir. 
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Mr. ANDRESEN hey have been negotiating ove there ever since. 
Mir. Linper. No, there have been negotiations in respect of tariff 


nd there have been several negotiations of that kind, There 


negotintions 1951. in respect of reciprocal reduction in tarifl 
it¢ but the General Agreement on tay tts and Trade was consum 
t 2 vears before 104 was enacted. It was during 1951, 
l think, Mr. ¢ Lit in. that the last general negotiation was entered 
Hilo, i¢r the general agreement that is. a negotiation in respect 
ot tal i} rates—t1l 1 rquay, a { that Was CO lided h 
gor la nter of 1 
Mir. Gonpen. Have we not had any international agreements at all 
( I4 ipart of our act 
Mr. Lixper. Not in respect of these trade matters, sir. No, we 
iv¢ 
Mir. GoLpEeN, How olten do vou meet to negotiate with the other 
Mr. Linprer. The agreement is good, 1 suppose, sir, either until the 
ter haidute, o1 tilsomebody denounces it 
Mir. GoOLpreN Isthere a termination late in our present international 


Vith these countries 4 


Nir. LAINDER NO Qu (renel il \oreement Ol Tar {Ts and Trade 


eoes on, but there are rights—I do not remember in detail what they 
vie li permit a country to wit draw from that agreement. 
Phe sno expiring date but any country that is a party to 1t may 


thdraw under certain conditions on certain notice. 
Mr. Gotpen. That is all that I have. 
Mr. Anpresen. | was going to ask you a series of questions here 
vibout LO4 and se tion 22. but 1f vo are not prepared to deal specifically 
rade Agreements Act—that is, general agreement—and any 
ons that might occur under 104 or section 22. we will not go 


nto that. If you are prepared to discuss it in detail I will ask you 


vi Linper. I am not certain, Mr. Chairman, what you mean. [ 
vould be very happy to submit a statement for your committee point 
ng ont wherein we think 104 does constitute a violation, and why sec 
tion PZ. as T indieated,. does not constitute a violation. But I do want 
to make clear that, irrespective of the legal position, I do favor trying 
out whether 22 will work. 

Mr. Anpresen. You think it will? 

Mr. Linper. I think with good administration—and I have every 
reason, every col fidence in the fact that the President understands 
what this problem Is that correct decisions will be made on it. 

Mr. ANpreESEN. It was the hope of the committee that the Secretary 
of State could be with us Due to other commitments he could not 
find the time to come here. 

Mr. Linner. That is correct, sir. 

Mr. Anpresen. Are you remaining in the Department? I ask that 
seriously because somebody told me that you had resioned., 

Mr. Linper. Well, sir, my resignation was submitted, as it would 
be, properly and in due course, on January 20. Iam here in the De 
partment at Mr. Dulles’ request. The final date for my departure 
has not been determined. I think it not unlikely that I shall be retir- 
ng from the Department. But at the moment I am meeting his re- 
quest to continue to serve. 
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Mr. ANDRESEN. So for the time being at least, you are in the De- 
partment. 

Mr. Linper. With that commitment as to time, that 1s an accurate 
statement. 

Mr. AnpRESEN. What is your business in private life? 

Mr. Linper. I was the preside nt of an investment company in New 
York called General American Investors Co. 

Mr. AnpresEN. Dealing in investments throughout the world? 
Mr. Lrypver. Well, there is no prohibition in our charter with respec 
to the world, but we did not own any investments outside of the 

United States. 

Mr. Anpresen. A lot of investors have — big money. 

Mr. LINDE R. We have not on foreion—lI | er your pardon, sir, Wwe 
do have a small interest in some Canadian oil properties. But outsid: 
from that all of our investments are American companies. 

Mr. Anpresen. Do you believe that the American investments 
foreign countries should be encouraged ? 

Mr. Linper. I do. 

Mr. AnpreseN. Do you think that the United States Government 
should guarantee those investments / 

Mr. Linper. Guarantee them against what ¢ 

Mr. ANpRESEN. Against loss or confiscation by governments 
which our investors have put their money. 

Mr. Linper. I do not think they should guarantee them against loss 
asa result of bad business operation or bad judgment as to what was 
a desirable business. 1 think that the United States Government has 
and should give very serious consideration to whether or not it is 
in its interests to guarantee an American investor against expro- 
priation by a foreign government without adequate or just or equi 
table compensation. I certainly do not believe the United States 
Government — { guarantee any investor for making a silly business 
judgment, or a bad business judgment, which everybody might hav 
agreed at one time was a good one but which turned out badly. hl 
other words, the risks of war are for the account of the fellow who puts 
his money up. But if action by a foreign government is taken, it 
might well be that an insurance program might be worked out where 
by the United States Government would ask for a payment per annun 
on the part of the investor against which the United States Gover 
ment might say, “If some foreign government takes your properti¢ 
away, we will reimburse you and we will try to collect the money 
ourselves,” in much the same way as an Insurance company might 

Mr. Anpresen. Have you read the report and recommendations o 
the Bell committee 4 

Mr. Linper. No, I have not read it in detail but I have a pretty goo 
idea of what they recommended. 

Mr. ANprESEN. Do you subscribe to the recommendations of the 
committee that when industries are closed down in this country becauss 
of imports, that the people put out of work should be put on hig) 
social-sec urity payme nts ¢ 

Mr. Linper. Well, sir, I would not like to comment in detail about 
section of their port ion I have not read the report carefull 
enough. But I would say, as I said, that I think the number of times 
that imports do have that effect is negligible compared to the number 
of times the normal shifts in demand in the United States have 
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similar effect. If it is felt by the people of this country, and by the 
Congress of this country, that some special consideration should be 
given to people who lose jobs because there may be an importation 
risk rather than because people may switch from one kind of product 
to another in the United States, that is something that the Congress 
and the people will have to decide. 

Mr. AnprEseN. We thank you for giving us some authority to decide 
something. 

Mr. Linper. Sir, I have tried to indicate all the way through that 
all I could do was advise you and give you the point of view of the 
State Department. 

Mr. AnpresEN. We thank you very much, sir. 

Mr. Linper. Thank you, Mr. Chairman. 

(Whereupon, at 12:12 p. m., the hearing was adjourned, subject to 
call of the Chair.) 

(The following tabulations were submitted for the record by Mr. 
Andresen :) F 


Per capita civilian consumption of specified dairy commodities, 1935—52 


Pounds per capita] 

ae prem +} Evaporated Dry whol Nonfat dry Fluid milk 

Yea Butte Cheese milk milk milk solids and cream 
1935 17.1 16. 1 0.13 1.6 336 
1936 16.4 15.8 14 1.8 341 
1937 16.4 16. € 11 1.9 341 
1938 16.4 8 17.1 11 2. 1 339 
1939 i7.3 9 st 13 2.2 343 
Average 1935 ) 16.7 16. f 12 1.9 340 
1940 16.9 6. ( 19, 2 14 2.2 343 
1941 15.9 ) 18. 4 lf 2. § 352 
1942 15.8 6.4 18, 2 20 2.5 371 
1948 11.8 4.9 18.8 39 2. 1 394 
1944 11.8 4.8 15.6 4 1.5 411 
1945 10.9 6. ¢ 18.2 7 1.9 432 
1946 10.5 6.7 18 l 2 423 
1947 11.1 6.9 2 4 2.9 398 
1048 me) Hv ‘| 1 24 ® | 387 
1949 10.4 7.2 19.6 25 3.2 384 
1950 10.7 1.7 20.1 28 3.6 385 
1951 9.6 7.2 18.2 27 4:2 1395 
195: 8.7 1 400 

Approximat t eries disec 
§— Source: Reports of the Bureau of Agricultural Economics, U. 8. Department of Agriculture 
All butter (actual weight) 
{Million pounds 
isappearance | 

Total Dleappeares | Civilian Average 

Year Production supply | per price per 

Exports Military Civilian capita pound 
1939 2, 210 2, 340 9 | 2, 276 17.3 | 32.5 
1940 2, 240 2, 206 11 2, 244 | 16.9 | 36.0 
1941 2, 268 2, 313 13 70 2,116 16.0 | 41.1 
1942 2 130 2, 264 9 124 2, 092 15.8 | 47.3 
1943 2, 015 2, 042 6 rt 1, 525 11.8 52.7 
1944 1,818 1, 855 i 321 1, 532 11.9 50.0 
1945 1, 701 1, 72¢ 8 222 1,415 10.9 50. 1 
1946 1, 505 1, 540 6 54 1, 459 10.5 71.0 
1947 1, 645 1, 672 17 28 1. 605 11.2 80 5 
1948 1, 509 1, 531 8 6 1, 455 10.0 86. 7 
1949 1, 604 1, 726 6 32 1, 555 10.5 72. 5 
19K 1, 666 1, 692 34 1, 635 10.8 72.9 
1951 1, 464 1, 503 4 52 1, 466 9.7 81.9 
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Margarine 


{Million pounds] 
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Disappearance Civilian 
, , Produced ’ consump 
2 me ot t 
Year Volume ansolored rotal tion per 
Exports | Military | Civilian capita 
1939 nie 1.4 299. 4 300. 9 0.1 300. 9 2.3 
1940. . . ‘ oe 2.4 318.0 9 318.3 24 
1941... on tavnagivtn tht 4.58 362.8 3 363.8 27 
ape2., ..... ‘ ; 64.5 361.3 28.5 $64.0 | 27 
1943... Haeke 116. 5 497.6 105. 7 .7 501. 0 me) 
1944. . deol : 107. 6 480. 6 92. 1 1.2 497.0 3.8 
1945 ; Lae 98. 9 515.1 80.1 13.9 525.0 | 40 
1946 Macks 58. 1 514. 5 50 4.7 133. 0 3.8 
1947 re 59. 1 686. 9 27.2 6.0 713. 0 5.0 
1948 96. 4 811.7 12.9 5.4 886.8 6.1 
1949 177.2 684. 5 4.1 4.1 R50. 6 5.7 
1950 wn 499. 6 437.4 2.4 13. 4 917.1 6.1 
1951 a 825. 6 211.1 1.8 4.1 993. 0 6.5 
Butter (creamery), 1951-52 production (monthly) 
{Million pounds] 
19 1952 
Disap- Bin ; Disap 
pearance —_ pearance 
January \( St 87 
February 68 &] an 
March 100 13 on 
April 5 103. 8 OF 
May 113 13: 109 
June gy 143. § 86 
July YS 134 82 
August 105 12] a4 
september 3 v5 43 
October 103 d YQ 
November 100 69 g2 
December 9 86. 0 0 
Total 1, 208 1, 209 1,1 
Margarine, 1951-52 production by months 
[Million pounds} 
1951 1952 
Colored Uncolored otal Colored Uncolored 
January 82.8 0) 12.8 16.7 
February 56. 6 2; 79 ”y 14.9 
March 65. 7 25.4 91.1 x 13. ¢ 
April 54.9 16, 5 71.4 SY 12 
May 60.7 19. ¢ 0) - | 
June 55.4 15.0 71 3 10. ¢ 
July Ai, 2 13.3 69 63 F 
August 73.0 13 Rf 79 6.7 
September 72.9 12. 2 s 1] 10.3 
October 83.8 14.4 a 114 7 
November 80. 7 14 9 \- i 
December 83.0 13 ra) 0 73 
Total 825. 6 210.3 1, 036.8 1,143 127.7 
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Average 
price 
per 
pound 


16.7 
15.9 
17.1 
22. 1 
23.6 
24.1 
24.1 
28.3 
40.8 
41.4 
30. 8 
30.9 


@< 


37. 


Production 


77.4 
7.4 
92.0 
103. 7 
1345.0 
130.6 
122. 5 
108. 5 
4.9 
89. 6 
76.4 
70.4 
1,178.4 
Total 
128. 2 
14.0 
” 
l 2 
0). 7 
104.0 
wR, 7 
RH. 6 
125.7 
123. 4 
5. 4 
116.9 
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Butter purchases (CCC) and wholesale prices in Chicago and New York 


A verage wholesale price ! 
Purchases — 


Chicago New York 





Pounds Cents } Cents 
i951—January F alc 69. 82 69. 78 
February 68, 88 69. 44 
March._ 66. 69 | 67: 10 
4 2 991), 866 66. 49 66: 99 
Mav 69. 48 70, 14 
June 68. 22 | 68. 64 
In } 67. 60 
Auvust } 67.30 


8. 23 
70. 69 
73. 95 
79. 08 





1952—January | 80. 34 
February | 84. 53 
Mar | 73. 80 
nN 71. 36 
M 69. 27 
June 69. 03 
_ 71.36 
‘panes 73. 67 
: he 72.57 | 73. 15 
October 71.02 71. 64 
Novemt 358, 272 69. 22 69. 90 
December 15, 706, 798 67.10 67. 81 
{953—J anuary 86, 217, 746 66. 88 66. 99 
February a R 56. O78 66. 86 66. 75 
M er 2. 526, 10 66. 58 66. 84 


transportation 
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Cheese: United States imports for consumption, by variety, 1931 to date 


[1,000 pounds] 


Emer . Edam 

‘ lue 4 re )- -TOVO- ‘ - 

Galandar soa thaler | Blu —— snd Goya: | Prove nvr Reggi 
ail nold la Cosi lone ette 1 











93 y 15, 675 ; é 8. 5 
1932 11, 707 f 
1933 10, 728 f 
1934... 6, 819 f 2, 167 
1935 6. 259 6 319 79 679 
ruse &, O29 10, 846 4.168 5 1 2, 386 
1937 13, 147 8] 4, 726 », 483 5 71,732 
1938 13, 317 3 1, 818 4,162 , 567 
Lay 14, 141 $, 265 6, 352 2,815 3, 29 2, 436 
1940 TO4 1, 650 635 1, 118 sii 71,716 
1941 }, 105 1, 695 332 713 109 867 
142 223 291 6, 832 51 153 24 
1943 1, 033 618 66 2, 155 ia 87 
1944 1, 047 KW) 60 l 1.70 71 
1945 62 17 343 1 1, OF 2 ov 
194¢ 539 l 2) 24 2 403 
1947 766 } 21 0 21 626 
1948 3, 218 O77 11 s 6 6 126 
1949 7, 111 1, 301 3, 136 936 38 1, 369 
19K 8, 412 3, 492 13, 203 3 1, 207 53 1, 482 
1951 9,473 5, O50 12, 071 ' 2, 503 ti) 864 
1YA2 10, 342 4, 022 6.5 , (2¢ 3 55 
a I ] 
» ik ota 
Calendar year Parmesan, Romano | Pecorino Roqu Sbrinz cheese Other all vari 
, fort ' cheese ‘ 
10r elles 
ratl ‘ 
1931 5 16, 570 ( 3,145 14, 203 60, 809 
1932 5 16, 705 (19) 3, 203 13, 332 53, 638 
1933 6 13,414 (10) 2, 208 14, 976 49, 497 
1934 5 » 14, 426 (10) 2, 578 14, 591 47, 533 
1935 § 15, 817 ( 1, 999 15, 860 48, 933 
1936 (* 15, 437 (10) 2, 147 4,843 5Y, 840 
1937 (3 15, 395 (10) 2,401 | 8. ASL 60, 650 
1938 15, 517 (ie 2, 304 7,170 
1939 ( 16, 056 (19) 2,974 740 
1940 : * 11, 708 ( 1, 584 7, 108 
1941 (3 6, 876 ( 0 669 7,614 
1942 30 5, 904 44} 0 6, 564 2, 606 
1943 34 8,143 292 | 0 8, 939 1, 460 
1944 2, 106 3 | 0 1, 289 1, 222 
1945 52 461 50 | (") 384 2, 295 
1946 13, 029 627 297 1, 647 1, O84 
1947 ( 3, 468 1, 378 408 812 729 
1948 21 8, 496 4,459 | R52 915 2, 269 
1049 13 7, 982 3, 336 1, 394 1, 375 3, 116 
1950 79 5, 369 2, 445 | 1, 641 | 1, 518 9, 503 3, 939 
1951 76 2, 342 265 | 1, 688 | 768 9, 260 3, 581 
1952 120 1, 401 (#) 1,815 | 385 | 312,715 4, 208 





1 Prior to June 15, 1936 included in “‘other cheese.”’ 
2 Prior to 1936 included in ‘‘other cheese.” 
Prior to Nov. 15, 1941, included in “other cheese.” 
* Prior to May 30, 1950, included in Pecorino 
5 Includes Provolette 
¢ Included in Provolone. 
? Includes Parmesan 
* Included in Reggiano. 
* Includes Pecorino. 
© Included in Romano. 
? Less than 500 pounds. 
12 Preliminary. 
#8 Includes Pecorino. 


Source: Program and Analysis Division, USD 
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Cheese imports 


EMENTHALER, SWISS 






1948 1944 1950 1951 1952 
eatche 
Pounds Pounds Pounds Pounds Pounds 
4 | 6, 531 , 20. 874 
Ly 51, 511 87, 960 279, 380 308, O80 663, 346 
Franc | 17, 494 9, 943 11, 263 555 
Switzerland | 2,121, 58 5, 635,656 | 6,683,468 | 7,351,387 6, 205, 422 
Netherlands | 17. 059 79, 136 50, 759 
Belgium 12, 054 4, 381 
Finland 628 228, 180 63, 592 459, 389 
sweden 4, 661 1,178 757 
Germany 12, 497 33, 221 143, 003 
Au la 633 4, 522 
Italy 1, 833 1, 452 26,124 
Argentina 636 
Norw 
Total 2, 197, t21 5, 767, 505 6, 922, 789 7, 847, 837 7, 561, 007 


SWISS, GRUYERE PROCESS 





Canada 4,117 1, 501 
Arg i 7 200 
Denmark 70, 196 59, 631 
Un i} 
Ne 6, 718 13, 433 
Sw ind 1, 418, 504 2, 620, 942 
Norw 10, 114 
Bel 6, 547 
I land 20, 682 70, 341 
Fra 60, 759 244 
(? ny 680 4 
Ita 1, 742 4, 828 
Au 72 
[rela 26, 8 
1, 021. 339 1, 334, 417 489. 708 1, 624, 841 2, 781, 034 
I iS 3, 218, 460 7, 101, 922 8, 412, 497 1,472, 678 10, 342, 041 
ROMANO 
M 24, 251 
Bra 14, 92S 40, 101 
Argen 4 5, 217, 744 4, 356, 853 4, 029, 703 2, 143, 807 1, 400, 665 
t 1 440 wr) 
I 3, 236, 926 3, 624, 72 1, 286, 187 s 10 
{ i 12, 804 
8, 495, 78Y 7, 981, 578 5, 368, 79. 2, 224, 767 1, 400, 665 
REGGIANO 
Argentina 871, 956 1, 234, 151 1, 201, 177 12, 354 366, 875 
I 54 7 134, 895 277, 904 353, 436 588, 524 
( 15 
] 2, 976 
t 926, 29. 1, 369, O4€ 1, 482, 057 865, 805 955, 399 
PARMESANO 
I) K 1, le 810 
I 19, 012 109 1, 433 74, 736 120, 193 
20, 938 t ' 12,909 79, 43 75, 596 120, 19. 
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PROVOLONI 









Country 1948 1949 195 . 
P 1s -ounds ds . 
Argentina 91, 445 114, 002 0, 666 927 
Ital 474 ’ 822, 371 6 049 
B i 4,2 
otal 6, 204 136, 373 1, 20¢ 2 71 4 i7¢ 
PROVOLETTI 
4 na 2, OO 
It 2 8 950 2 ) 0), 667 2, 751 
776 7, 950 9 59 0). 6H7 2 751 
ROQUEFORT 
France 852,475 | 1,393,917 | 1, 640, 891 1, 688, 186 1, 814, ¢ 
( 5 ’ 
852, 475 1, 393, 922 1, 640, 900 1, OSS, 1S€ 1, 814, 657 
CHEDDAR 
Canada 10, 110 1, 785, 131 ), 770, 541 2, 537, 764 1, 452, 291 
British Honduras 170 
Dominican Republic 400) 46 600 647 
Sweden 163 60, 027 4,307 
United Kingdom 457 2 
rk 1,728 , 44¢ 2, 687 
ealand 1, 368,849 | 10, 376, 254 9, 504, 22 5, 065, 245 
4,275 3, 800 
, 100, 223 
441 
13, 758 
Tot 11, 300 3, 166, 254 12. 072, 060 209 
BLUE MOLD 
Argentina 66, 497 1, 195 
Canada 41,774 | 1, 324 117 
Denmark 647, 004 1, 134, 168 756, 684 (92, 29 
Italy 193, 578 143, 716 138, 311 145, 559 
Norway 1, 158 33 
Sweden 16, 265 13, 204 45, 162 nat 
Czechoslovakia 
United Kingdom 10, 644 8, 037 314 16, 815 
Switzerland s 4 
(rermany ls Hit 
Netherlands 2, 759 
France 79. 826 17. 907 
Total 977,010 1, 301, 641 )48, 520 2, 495 
EDAM AND GOUDA 
Canada 4 21, 05 $1, 137 9, 87 
Cuba 
Argentina 488, 361 233, 347 145, 388 40, 737 
Sweden & RIS &, 349 14 4] 
Norway 51, 638 2, 202 172, 013 214, 18 
Denmark 6, 346 82 207, 485 41, 708 
United Kingdom 5. 1, 662 454 
Netherlands 330, 092 fi34, 552 423, 751, 736 206, 351 
Belgium 72 12,563 2, 899 2, 61¢ 
Switzerland 5, 984 
Finlan 
Portugal », B57 2, 391 
Italy | SH 
otal | 832, OBS | 5, 941 333, O51 584, 7H 
i 
| 








~~ 


ALI 


DATRY 


OTHER NOT 


SBRINZ 


1948 


GOYA 


5A) 


71, 325 
92, 749 
830, 77¢ 
46,179 

1, 483, 59. 2 
64 ; 
97, 779 
13, 574 
&, 358 

! 
tit 

84 

» 96K S 3 


120. 746 ! 
774 l 
870, 629 l 
) 42 6 
$41, O01 
144 
26, 348 
664. OF I 
8, 074, 019 
My) 
l \) 
4, 928 


SYD 
2 


428 
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44 
918 
42 
09 
900 


19 

nh 
( 

1 

4 

40) 





2 441 
069 77 


Rf Of 
Di 10, ORZ 
8 911 
14. 384, 2D 
212 30), 024 
2 208, 543 
45 17, 590 
668 
495 22, 347 
if 31, 459 
10 $00, 951 
14, 244 
( 44,042 
69 60, 992 
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ALL TYPES Continued 
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Purchase and disposal of butter under the dairy price support program, January 





1949 through Decembe 1951 
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lof Cheddar cheese under the dairy price support program, 


tnuary 1949 through December 1951 
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Purchase and disposal of nonfat dry milk solids under the dairy price support 
program, January 1949 through December 1951? 
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Phe follow Ing letters and statements were submitted for inclusion 
1 the record of the hearings:) 
Fonp pu Lac, Wis., March 12, 1953 


fhe Honorable A, ANDRESEN, 


g : ‘he foll ng paragraph is quoted in full from 
illetin No. 146 as published by the Cheese Importers Association of America, 


Inec., under date of March 2, 1953: 


irgentine cu nen valuation We are informed that commencing February 
°0 a resolution of the Banco Central of Argentine will liquidate dollar proceeds 
from the export of cheese at about pesos 11.35 per dollar against the old rate 
of about 10 pesos per dollar. This measure has been adopted with the intention 
benefiting producer and buyers abroad New minimum posted prices for ex 


rt will be issued in the near future 
a specified Commodity would 


The fixing of currency exchange rates to favor 
of the product without due 


ippear as a manipulation to accomplish 
egard to fair-trade practices Che effect of such action would hardly seem con- 
isitent th the position of the domestic dairy industry in general, which at the 
king an adequate orderly market to absorb normal production 


Our own position is seriously jeopardi ed Dy the low prices at Which some of 
he Argentine cheese is brought into this country and offered in competition to 
ur own products We have found it necessary to curtail and convert some of 
production, and can only anticipate that still larger quantities of milk will 
have to be diverted to the production of cheddat cheese for eventual sale to the 
Federal Government under the support program 
Your effort to correct this deplorable condition is sincerely solicited, 
Very truly yours, 
CoNcorp CHEESE CoRP., 


MapIson, Wis., March 18, 19538. 
Hon. AUGUST ANDRESEN, 
House Office Building, Washington, D. ( 
Regret annual meeting of American Dairy Association of Wisconsin, Madison, 
State dairy legislation prevent our appearing personally before your com 
mittee regarding import limitation of dairy products and oils as planned on visit 
HSL Week 
Present support prices of dairy products have so attracted imports that as 
ling increase proves our program, a World support price, limited only to the 


na 
extent that imports are limited 
retary Benson reluctantly extended support prices for 1 year, within which 
me all dairy industry must prepare to take care of itself 


Under present wage scales, sanitary requirements and productions costs, this 
cannot be done in competition with low-priced imported dairy products and 
oils, unless a limitation is placed on imports 

If this is not done, the only alternative to keep agriculture and industry in 
balance is to anticipate reduction of United States wage scales to meet the lower 
production costs of imports. Then and only then can American agriculture buy 
the products of American industry 

If our expected assistance to foreign countries includes financial and economic 
aid, then our ability to do so must be secured and based on preserving our 
dot esti economy 

In our absence, please record Wisconsin Cheesemakers Association as favoring 
limitation of imports to a point enabling American agriculture without Federal 
support or subsidy to preserve a balanced economy and continued support to our 
allies and barring any import failing to meet our sanitary standards 

Phis national policy will aid rather than interfere with our foreign policy. 

The United States produces about 50 percent of the world’s cheese on a cost 
basis higher than any other country and therefore price attraction to imports 


poses serious threat, unless limited 
Supporting statistical data is readily available to your committee through 
Federal agencies 
WISCONSIN CHEESEMAKERS ASSOCIATION, 
LEN KopirzKeF, President 
GEORGE L. MOONEY, Erecutive Secretary. 
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Pure MILK PRODUCERS ASSOCIATION OF GREATER KANSAS CITY, INC., 
Kansas City 8, Mo., February 21, 1958. 
Hon. AUGUST ANDRESEN, 
Representative in United States Congress, 
Washington, D. C. 


Drar Mr. ANDRESEN: On my trip into Washington last week I visited with 
Mr. Francis M. LeMay of the House Agriculture Committee staff due to Mr. 
Hope’s being tied up with a very busy calendar of appointments 

At Mr. LeMay’s suggestion I wish to present a few observations and sugges 
tions which I discussed with him. Iam president of the Dairy Industries Council 
of Missouri, and president of the Dairy Bargaining Associations of Kansas. The 
association which I manage is a cooperative marketing association of grade A 
dairy farmers supplying the Greater Kansas City market. The Kansas City 
market has nearly 3,000 grade A dairy farmers. About half are in Kansas and 
half in Missouri 

The situation on prices is of much concern to dairy farmers in our art 
Prices are down appreciably from a year ago, and there is a reluctance on the 
part of many buyers to be hesitant about buying all of the farmers’ milk pro 
duction. We had SO producers cut off in late January and received notice from 
inother buyer that he is turning off 125 on March 1. In our case our cooperative 
will divert this production to powder and butter plants and take care of om 
rs. I have reports that many buyers in this area are not taking on new 
uction even to replace the usual! turnover of producers, because of the un 
tain future of dairy products’ prices. I believe an early announcement of 
he support level fer the production year starting April 1 would relieve this 

ition very much, 

In this connection I am in accord with the recommendation of the Committee 
of Fourteen who met with Secretarv Benson on Tuesda February 17, 1955 \7 
early announcement. would be instrumental in strengthening sluggish, weal 











markets 

Many of the younger dairymen and livestockmen, especially those World War 
II veterans, are heavily in debt and the price squeeze is running them out of 
business. Any action that could be taken to provide for their holding on until 
his dairy situation rights itself would keep many of our young progressive 
dairymen in the field of essential dairy-food production 

I feel that imports of dairy products should be closely regulated so that the 
support program is not unduly costly to our Government 

I helieve there should be strong, enforced regulations on qualify cream, butte 
ind dairy products, with price differentials sufficiently wide to encourage dairy 
farmers to produce top-quality milk and cream. Then I feel the dairy industry 
must promote their fine health-giving food 

Our farm, dairy, poultry, and meat enterprises must be maintained at level 





hove those of competing cereals, oil crops, and grains t conserve our so 


resources 
If I or our organization can be of service to you in this important work, do 
not hesitate to call on us. 
Respectfully, 
Wa. C. ECKLES, Manager 


STATEMENT OF Mr. Roy HerRMAN FOR THE Ont1IO SwWIss CHEESE ASSOCIATION 


Mr. Chairman and members of the committee, I am appearing before you today 
as a representative of the Ohio Swiss Cheese Associatio 
Che Ohio industry has instructed me to advise this committee that we are in 
full accord with producers of swiss cheese throughout the Nation who have 
told vou that the domestic swiss-cheese industry sat the present time in the 
most critical position it has been in since 1964 

It is the intention of the Ohio swiss-cheese industry to make it clear that the 
entire swiss-cheese industry wants to work together to arrive at a sensible solu 
tion Which will benefit both the industry and the Nation 

We in Ohio believe that your committee, which is the group most representative 
of the dairy industry of the United States, is going to be called on to review all 
dairy legislation, since the entire dairy industry is having difficulties at this 
time 

Therefore, in addition to indicating our support of the general suggestions 
offered to the committee by the Wisconsin swiss-cheese industry, we want to 
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outline for the committee just what the situation in Ohio is. We feel that this 
nformation may help your committee understand the serious nature of the 
resent situation and also help you decide what can be done about it 

Kirst, let me briefly summarize conditions in Ohio, and then I want to go 
nto what we in the Ohio industry believe has caused these conditions and what 
we think might be done about them 

Most important of all is the fact that in Ohio the price for No. 1 swiss cheese 
as dropped from 53 cents to 38 cents per pound at the factory in 8 weeks, 
Phat is a drop of more than 28 percent I am sure that every member of this 


1 


committee will agree that a 28-percent drop in a period of 8 weeks is reasonable 








ause for alurm 
Iurthermore, this drop has occurred despite the fact that the production of 
swiss in Ohio dropped from 8,293,000 pounds in 1950 to about 6,400,000 pounds 


at this much lower price, Ohio producers of swiss find their inventories 


nereasing, until now we have more swiss on hand than at any time 
memory 

An additional factor, and a very important one, is that the break in the 
swiss-cheese market is causing great hardship to milk producers. For example, 
in the Ohio swiss-cheese area, the average price per hundred for milk containing 
3.0 percent butterfat was $4.24 last fall, but has now fallen to $3.04 

We in Ohio feel that there are several factors which have contributed to these 
conditions, and that one of these factors was the lifting of import quotas on 
swiss cheese by the former Secretary of Agriculture last July. Within a few 
months after the quota was removed, there was a tremendous increase in imports 
f low-priced swiss from Denmark, Finland, and West Germany 

Through Congressman Frank T. Bow, who represents the area in which 
most of the Ohio swiss cheese is made, we have obtained from the United States 
Tariff Commission and the Department of Commerce figures which prove con- 





‘ the tremendous increase in imports from these three countries. 
f period of July-December 1951, total imports 
of swiss from Denmark, Finland, and West Germany were 184,110 pounds. But 


igures show that, in the 


I he same period of 1952 n other words, in the 6 months after the import 
q WAS removed mports from these 3 nations jumped to 1,002,706 pounds 
Chat ar nerease of 818.596 pounds r more tl i444 percent Imports 
rom Denmark were 419,000 pounds greater, or 4'5 times as much as the same 
neriod « 1951 Imports from Finland were 297,000 pounds greater, or nearly 
12 74 sa uch as the last 6 months of 1051 West Ger} hy also shipped in 
t (1 $ wha the si ‘ din 1951 
Chis eat increase shows up most clearly last October Swiss imports from 
Denmark were 130.562 last Octobe pared to only 6435 pounds in October 
11 Finland shipped in no swiss in October 1951, but last October sent in 
1.79 pounds West Germany also sent in no swiss in Octob 1851, but we 
imported $4,030 pounds from that s¢ e last October That means there was an 
ve ner from 6,435 pe » 245,871 pounds in imports from those 8 
countries last October as compared to the vear before 
I sure members of this committee wi gree that is a substantial increase, 
lw also agree that such an increase is almost certain to have an effect on 
tl domestic Swiss market 
You may have noticed that I ive made no mention of imports of Switzer- 
nd swiss This is because imports from Switzerland have remained quite 


onstant, and more important, because Switzerland swiss sells in New York 
at 20 cents or more above Danish and Finnish swiss 

The Ohio industry feels that because of this great defferential in price, it is 
the dumping of Danish, Finnish, and West German swiss which has been an 
important cause of our present trouble. We know it to be a fact that swiss 


realiv be 





ame hard to sell in Ohio when we learned from a New York importer 
it he was obtaining Finnish swiss for as low as 40 cents a pound, duty and 
freight paid 

This knowledge that foreign swiss was coming into this country at less than 
our current price created a scare which bid the price down very rapidly. Since 
we knew there no longer Was any import quota to limit the amounts of this 
10-cent swiss which could be imported, our manufacturers felt they had no 
protection whatsoever, and that they must attempt to unload However, as is 
isually the case, purchasers are slow to buy while the market is in a downward 
trend, and we find our supplies continuing to pile up \t the same time, imports 
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continue to come in and take over some of the markets such as New York, 
where we formerly shipped considerable amounts of swiss. 

Imports of whole milk powder have also had an effect on the marketing of 
all butterfat products, of which swiss cheese is one. We have been advised 
that these imports increased from 24,000 pounds in 1950 to 40 million pounds 
in 1952. 

The Ohio industry also wishes to express its opinion that it is completely 
unreasonable for the domestic swiss-cheese industry to be required to meet 
rigid sanitary standards, while imported swiss can be made under any condi- 
tions whatsoever. Please understand that we approve of sanitary standards 
as imposed by the pure-food laws, but feel that cheese coming into this country 
in competition with our product should in all fairness be subjected to the 
same standards. 

Our Ohio Swiss Cheese Association also wants to go on record as being opposed 
to the idea of supporting prices here and sending surpluses to other countries, 
only to turn around and permit them to ship in products which compete with 
us and create more surpluses. We feel it would be much more sensible for the 
Government to spend the same amount of money right in those countries, since 
it would serve the same purpose of aiding their economy, without disturbing 
our own markets. Furthermore we could have the money spent on shipping 
our surpluses over there and in sending their exports into the United States 
to compete with us 

That summarizes our main arguments, Mr. Chairman. In conclusion I want 
to present the recommendations of the Ohio Swiss Cheese Association. We 
recommend that 

(1) The Secretary of Agriculture reimpose import quotas on swiss cheese, 
making certain that those quotas prohibit the dumping on our markets of 
quantities of Danish, Finish, West German, and other imported swiss in excess 
of normal amounts, as established by a careful study of imports over a reason- 
able period of years 
2) Congress make a study of present tariff rates on swiss cheese. The rate 
of 5 cents per pound or 20 percent ad valorem which is now in effect does not 
provide adequate protection, nor does it take into consideration the tremendous 
hanges in the origin of swiss imports since it went into effect in 1936. At that 
time virtually all swiss was imported from Switzerland, and the duty imposed 
was sufficient to protect the domestic industry. The recent great increase in 
imports from Denmark, Finland, and West Germany have changed this picture 
considerably, and in our opinion give reason for a review of the tariff on swiss 
cheese 

(3) The Secretary of Agriculture impose firmer quotas on the import of 
vVhole milk powder and other dairy products which also adversely affect the 
entire dairy industry 

(4) Congress examine the possibility of requiring that swiss cheese shipped 
into the United States must be made under sanitary regulations equal to the 
high sanitary standards under which domestic swiss cheese is made. 

(5) The Government should attempt wherever possible to make direct pur- 
chases in foreign countries, rather than permitting them to ship in products 
which cause surpluses here and cause the Government to buy up the surpluses 
and ship them right back to some of the same countries 

Those are our views. In behalf of the Ohio Swiss Cheese Association I wish 
to thank the committee for their attention, and to express the hope that they 
will give very careful consideration to problems of our industry. Thank you. 





REPORT OF THE RESOLUTIONS COMMITTEE OF THE VIRGINIA STATE DAIRYMEN’S 
ASSOCIATION 


This country is committed to a high standard of living, to high-wage rates, and 
to the maintenance of agricultural prices at levels which will protect the pur- 
chasing power of farmers and provide an income for agricultural producers on a 
reasonable parity with that of other groups. On many occasions price supports 
must be provided for agricultural commodities at levels which will be above the 
level of world prices. Unless imports are restricted during times when there are 
domestic surpluses and when domestic price support levels are above world 
prices, disastrous consequences may result. Price-support programs operated 
without adequate import controls will amount to little more than an attempt on 
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the part of our Government to support world prices and will invite the dumping 
world surpluses at our door 
The American dairy farmer is confronted with an alarming flood of foreign 


of 


products brought in under the guise of the so-called reciprocal trade 


Section 104 of the Defense Producti Act permits imports to enter freely to 


fullest extent that the domestic market can absorb them without injury. At 
same time, it provides an effective valve to regulate the flow at that level 
nd which inju would otherwise result 

s been oflicially determined by the United States Department of Agri 


hat unregulated dairy imports would impare the domestic dairy indus 
terfere with the orderly storing and marketing of dairy products, or re 
nnecessary ¢ penditures unde the price-support programs It has been 
ficially determined by Congress that in the present emergency in interna 
affair onal security of this country to maintain an 
quate domes such vital and essential foods as milk and 
( K 


Production Act terminates June 80, 1995, 
tion urges the reenactment of import con 





eg ed in section 104 of the Defense Production 
MENT OF ADOLPH C. Dom SECRI Y OF SWITZERLAND CHEESE ASSOCIATION 
C ‘ With S ON 104 OF S. 7538, THE EMERGENCY STABILIZATION 


The Switzerland Cheese Association, Inc., is a New York corporation, 01 
a 1920 to assist in the marketing of cheeses of Switzerland 

his state { meerned only with section 104 of S. 755, and in particular 
the proper interpretation thereof insofar as it affects cheeses such as 


erland swiss, which are not in competition with cheeses produced in the 


se nh 104 its present form has been interpreted by the Secretary of Agr 
Cu ire hn acceordal with tl eal expressed legislative intent, us not au 
x the impos n of swith respect to Switzerland swiss and certain 
‘ pes o arieties of cheese which, be se of their higher United States 
) comp ew dome ie chee 
j 2 itive inte) was clea Vv expressed \ esp to the legislation now 
ce by the onsors thereof, by the Banking and Currency Committees of the 
li Senate, which held heari so the legislation by the committee of 
agreed up the legislation i ts present form, and by the 
kesme ! we Com ttees in both Chambers in presenting the legislation fo! 
i \ ‘ kor he co é ence « } com ttee, this legislative h Story 18 set 
g 1 appendi \, attached hereto, which I respectfully request 
YI hied h d this hearing 

The 1 son fe not authorizing controls with respect to noncompetitive types 
or Varieties ese is tha | r impo on do ot violate any one of the 
three standards to be invoked by the Secretary in determining the need for con 
trols, namely : The effects of imports (1) on domestic production; (2) on market 

. storage al >) On price support programs \s stated by the Senate 
Or ee on B ng ana ¢ ePncy nh report N 1590 to accompany S, 2594 
M 27, 1952 (p. 22) 

Items hich e not direct competitive with one another should not be 
barred ol mport merely because their importation might have an indirect 
but remote effect upon other articles of commerce covered by the criteria for 
import controls set forth in this section.’ 

It | be noted that this comment by the committee was made with respect to 
i n of the legi tion which had not yet been changed to specifically autho 


consideration of “types and varieties” in making determinations as to the 


ropriety of controls As more fully set forth in appendix A, the addition of the 


ress authority concerning diferentiation as to types and varieties confirmed 
] irified the original legislative intent 

e reasons motivating this legislative intention and the appropriate interpre 

of the legislation of course continue to be valid. The necessity and justifi 

for this limitation on the exercise of the authority to impose controls are 








-<« 
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clearly supported by the quantity and United States selling price of cheeses of 
Swizerland imported since the effective date of the section in its present form 
on or about June 30, 1952. 

Statistics as to the quantity of imports since August 1, 1952, are available 
only up to November 30, 1952, so that it is possible to compare only this 4-month 
period following the removal of controls on this product with a similar 4-month 
period in 1951, when such controls were in effect. Comparative figures are as 
follows: 


TABLE I Imports into the United States of Sivitzerland siviss cheese for con 
parative periods before and after removal of controls 





Ouantityu 
Period pounds 

August—November 1951 2,510, 626 

Augcust—November 1952 2, 863, 471 


The quantity of Switzerland swiss cheese estimated to be imported during tht 
’ 1952 is approximately 6 million pounds, which is considerably below 
the prewar importation. During the same period, the quantity of domestic swiss 
produced has risen from approximately 42 million pounds to 105 million pounds 








in 1952. Obviously, both on a relative and absolute b: the production of do 
mestic swiss has far outstripped the imports of Switzerland swiss, and this trend 
has continued since the removal of controls, and will undoubtedly persist in the 
future 
fhe disparity in prices between Switzerland s ss cheese and domestic has not 
persiste but has increased, since the removal of controls, as shown in the 
win table 
TABLE II.—Comparison of wholesale prices in New York City before and afte 
emoral of contro 
\\ f 
\ 
Mf * } 
The drastic decline it the price of domestic swiss cheese s not due to 
the importation of Switzerland swiss cheese, but to the general abnorn 


conditions existing in milk-producing States where milk production has 
creased approximately 60 percent compared with last winte1 


Obviously, Switzerland swiss, selling in the United States at a substantial 


lv higher price than the domestic equivalent, is not competitive therewith and 
the importation thereof does not have any of the three etfects sought to be 
avoided under section 104 

The same reasonimne app! es with respect to other cheeses of Switzerland 


such as process gruyere, sapsago, and other minor varieties, for some of which 
there is no domestic equivalent whatsoever 

Therefore, in the event this committee should favor the continuation of an) 
import controls on cheese, Switzerland Cheese Association, Ine., respectfully 
urges that the committee recommend 1 





ention of the present language, under 
which the authority te impose controls is not to be exercised with respect to 
noncompetitive types or varieties such as cheeses of Switzerland, and should 
indicate in its report, in accordance with the practice of its predecessor com 
mittee, its intention as to the proper interpretation of the language of the 
bill 

APPENDIX A 


Legislative History of Provision in Section 104 of Defense Production Act of 
1950. as Amended bu the Defense Production Act Amendments of 1952, Au 
thorizing Import Controls To Be Exercised Separatel With Re spect to Each 
Type and Variety of a Commodity or Product 
The sponsors of the original legislation (Public Law 96, ch. 275, 82d Cong., 

Ist sess.), Which became effective in August 1951, under which import controls 

were imposed on dairy products, intended that the Secretary of Agriculture 
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should restrict the importation only of types or varieties thereof which were 
n competition with their domestic counterparts. 

Congressman Andresen, of Minnesota, the sponsor of the original legislation 
in the House, stated during the debate in the House that if his amendment were 
not adopted we would have: “a flood of fats and oils and dairy products on our 
domestic market coming from other countries and produced at a much lower 
cost than what we produce them for here in the United States.” 

Congressman Andresen further stated 

There are many kinds of cheese which have been imported from foreign 


countries It is the intention of my amendment to place an embargo 
igainst importation of blue cheese or any other type of cheese that is presently 
! ring domestic production (Congressional Record, 82d Cong., Ist sess., pp. 


ROGD—SOGH 
Also, during the debate in the House on H. R. 8210, on June 18, 1! the fol- 
Ving colloquy occurred between Mr. Multer of New York and Congressman 





Andresen (Congressional Record, 82d Cong., 2d sess., p. T6777) 

Mr. Mutter. I am sure the gentleman will agree with me that by section 104 
Vhich he authored and sponsore dh has succeeded in limiting the i nportation 
of cheeses into this country that are not in competition ith any domestic cheese 

Mr. AuUGusT H. ANDRESEN. Yes ut the Secretary did that We do not ad 
minister the law up here. I was in hope the Secretary ould not show that 
liscriminatior 

Congressman Andrese reference was to the original legislation enacted in 

51 


In order to clarify the original legislative intention the 1951 law was amended 








Jul 1951, effective on July 1952. This was accomp by inserting into 
he section he ords “by types ¢ irietie so that it read, in part, as follows: 
* and imports into the United States of any such commodity or prod 
t, by tupes or varieties, shall be limited to such quantities i 
rhe purpose of this change, and thre act that it merely clarified the original 
ntention rather than altering such intention, is apparent from the following 
excerpt from House Report No. 2177, 82d Congress, 2d session (report from the 
Col nittee on Banking and Curren lo Compa H. R. 8210 June 16, 1952, 
Dp. £2 
‘Your committee is concluded that section 104 should be modified in order 
to ike 10 less restrictlve Accordingly, your committee recommends a revised 
form of section 104 his will continue to give protection to domestic producers 
of these products from injury vy reason of imports It makes clear that the 
statement n the original section hut iport controis on the specified products 
vere necessary in e eXisting emergency Was not intended to make it manda- 
tory upon the Secretary of A ture to establish across the board restrictions 
na ‘ ind eties ol e prod named, and that he may consider types 
nd varietie eparately 
Ihe inguage of the original section Was also similarly interpreted by the 
Se te ¢ nittee n Banking and Currency according to its Report No. 1599, 
date May 27, 1992, on S. 2594, which did not contain any reference to “types 
nd etic This appears in the following colloguy between Senator Lehmat 
al is | ehit Who had Deen ch wurmMaAan ol I S pret ial Ss ibcommittee of 
the Co ttee to consider legislation on import controls (Congressional Record, 
p. (657, S2d Cor Yd sess., June 1, 1952 
Mr. L MAN. On page 22 of e report from the Committee on Banking and 
Currency accompanying Senate bill 2094 there appears the following statement 
Items W hare not aire a petitive vith ne another should not be 
! ed f port erely because their importation might have an indirect 
but remote effect upon other articles of commerce covered by the criteria for im- 
por set forth this section,’ 
It is my understanding, based upon the hearings before the committee. that 
th state nt w ntended to exempt from import controls certain noncompeti- 
ve es or types of a commodity, such as certain varieties o1 tvpes of 
heese ilthough othe varieties or types of the same commodity may be com 
petitive with similar domestl« arieties or types and thereby subject to import 


Would you be kind enough to advise me whether my understanding of that 


‘Mr. FULiteRiGHT. The Senator is quite right. The testimony in the hearings 
Was ite clear, that the amount of cheese, particularly the cheese referred to 
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by the Senator from South Dakota, is not competitive with sheep's milk cheese, 
and it is quite different in quality, price and in every other way 

“Imported swiss cheese averages from 50 percent to 100 percent more in price 
than the domestic article. It is quite a luxury item. The only item which could 
possibly give any concern in the beginning was blue cheese from Denmark, 
Which is competitive in price. Imports of it amount to approximately 3,500,000 
pounds, as against well over a billion pounds of our domestic production of cheese 
I would say the competitive feature is so infinitesimal that no one should be 
concerned.” 

Senator Aiken, the sponsor in the Senate of the language ex pressly authorizing 
controls to be exercised by ‘types and varieties,” also expressed the same con 
ception in the following remarks in the Senate (Congressional Record, p. 6678, 
S2d Cong., 2d sess., June 4, 1952) 

“However, the Secretary of Agriculture adhered so rigidly to across-the-board 
quotas for all types of cheeses last year—which was not in accordance with the 
intent of Congress; at least I am sure it certainly was not my intent, and I 
supported the amendment—he could have been more tolerant toward the pro 
ducers of high-priced cheese coming from European countries—that certain 
difficulties arose and certain countries felt they were not treated fairly Cer 
tainly cheese costing $1.50 a pound does not break down the price-support pro 
gram for cheese that sells for 40 or 50 cents a pound; but the Secretary of 
Agriculture did not see fit to be more tolerant in that respect 

* + * * * . . 

I still think the Secretary of Agriculture did not apply the cheese import 
limitation as was intended by Congress last vear, and I think he could under 
the amendment now proposed vary the amounts of the different types of cheese 
illowed to be mported i 

(Senator Aiken's umendment was defeated when originally offered by him on 
June 4, 1952.) 

Congressman Talle (Iowa) on whose motion the House Committee on Banking 
and Currency adopted a similar amendment, stated as follows in the House 
(p. T7780, Congressional Record, 82d Cong., 2d sess., June 19, 1952) : 

After careful consideration, however, the Committee on Banking and Cur- 
rency adopted ny amendment to continue section 104 with some modification, 
as specified in the pending bill I shall point out briefly what section 104 in 
revised form provides It does two things: 

“Tirst It permits the Secretary of Agriculture to relax import restrictions 
on certain fats, oils, peanuts, rice, butter, cheese, and other dairy products, up 
to an additional 10 percent of the import limitation for each type or variety 

Second It clarifies the intent of Congress to exempt from import controls 
the noncompetitive types or varieties of the specified commodities, as in the 
case of certain types or varieties of heese.’ 

The committee of conference, meeting on H. R. 8210 and S. 2594, agreed on 


the House proposal to incorporate the amendment as to pes and varieties 
and reported with respect thereto as follows (H. Rept 392, as printed in 
Congressional Record, pp SHSH—S586, June 2S, 1952) 

‘The committee of conference desires to make it clear that this authority is 
not to be exercised with respect to types ot heeses, such as Roquefor and 
Switzerland swiss, which, because of their United States selling price, are I 


not compet tive with domestically prod eed cheeses 

Finally. in the debate in the Senate on the bill, as reported hy the conference, 
Senator Maybank, chairman of the Banking and Curren Committee, stated 
(p. 8604, Tune 28, 1952) 

“The conferees wished to make it clear that the restrictions of section 104 

ere not intended to app to types and \ eties of commodities ich are not 
competitive with domestic products,” 

The following colloquy also occurred between Senators Maybank and 
Humphrey 

“Mr. Humpurey. That is correct. Let me ask one other question: Of course 


eertain commodities produced in foreign countries are in open competition with 
American farm commodities But if there is a noncompetitive item, will its 


importation be restricted under the prov isions of this conference report? 

“Mr. MAynaAnk. It will not be restricted. The motion of the Senator from 
Arkansas (Mr. Fulbright) prevailed to have 1 a provision included in the 
report of the managers on the part of the House.” 
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UNirep STATES DEPARTMENT OF AGRICULTURE, 
(OFFICE OF THE SECRETARY, 
Washinaton, March 12, 1958 


t fARY BENSON COMMENTS ON DAIRY SITUATION: CALLS INDUSTRY WORK 
CONFERENCI 
Secretar, f Agriculture k:zra Taft Benson today issued the following state 
ent « the « I situation. as the ne Commodity Credit Corporation dairy 
prod { Pprort price effective April 1, were released 
The piling up of butter, cheese, and dried milk in Government hands, which 
id progress when we came to office, is a situation we inherited. The 
| prog set up by the previous administration, will run through March 
rl By that time, purchases under the irrent operations may approXimate the 
following: 120 million pounds of butter; 65 million pounds of cheese; 190 mil 
at ‘ al on +f] 
I : ‘ ig e da price support program since January 1949 
een in excess of 5152 milli In addition, expenditures in butter surplus 
peratiol (with see x2 funds during this same yx riod have been more 
than $21 million, bringing the total of Government costs of dairy supports to 
han S10 ol This does not include any additional losses that may 
The curred on the large purchases of dairy products that have been made, and 
re bei ade now completil the progral vhich was in operation when 
e ne di on took office Che total loss figure w not be known until 
1) l juired st ‘ 
egil ¢ April 1 the present administration will have the responsibility for 
purchases wl re necessary dui the ‘transitiona ear of the program 
wl ‘ I king own adjustments 
The d vy industi through its advisory group, gave us a firm pledge that 
develop Witl r assist a hew program that will reduce Government 
port purel ‘ l minimize OSSeS We expect them to make good on this 
al ‘ 

We s end « he da ndustry to work with us in moving ac 
quired stocks of but cheese, and nonfat dry milk solids into consumption so 
irde! quantities will not be carried forward into coming years 

Phe hoe true surplus of iry products Production and marketing ad 
\ ( ! e lagged behind the needs of the times This must be corrected. 
Price s orts and of themse sare not an adequate solution to the dairy 
] em O) reat need for a sound merchandising and ] motion program 
I \ equire full teamwork by producers, processors and merchants all up 
and down the li It is the sort of cooperative action we seek to solve problems 
1! d way 
- etary Le n is scheduled to deliver his third major address March 23 
efore he annu meeting of the American Dairy Association in Chicago. In 
ddress he will suggest to the d industry some of the lines of attack 
hich can turn so-called dairy surpluses into wanted and needed items of con 
iy erting dairy problems into opportunities 
Ihe eek foll ng Secretary Benson's March 23 address at the dairy asso 
ciatiol 1 “work « ference” will be held in Washington April 2 and 3 Dairy 
representa es 1 sections of the United States will participate In addi 
on to dairy farmers, the major dairy interests that will be represented among 
the 7 pe ev onference be as follows: Fluid milk, 16; evap 
ted n k >: ice crenm 6: cheese S: dried milk, 7: butter. 16. and wholesale 
ind retail distribute 12 
\ction progral will be formulated that there will be no delay by the dairy 
industry I ) ng toward solutions of dairy arketing problems 


y ! | 
rhe following have been invited to attend the work conference on April 2 and 8 
Wilk Producers’ Federation 
Russell S. Waltz, manager, Consolidated Dairy Products Co., Seattle, Wash. 
George Rupple, general manager, Consolidated Badger Co., Shawano, Wis 
Leon A. Chapin, president, Dairymen’s League Cooperative Association, New 
York, N. ¥ 
Wendell P. Davis, manager, New England Milk Producers Association, Bos 
ton, Mass 
R. G. Lytle, North Carolina Milk Preducers’ Federation, Greensboro, N. C 
B. E. Stallones, South Texas Producers’ Association, Houston, Tex 


Wilbur J. Swaver, Gurnee, I] 


: 
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Milk Industry Foundation 
Col. B. F. Castle, executive director, Milk Industry Foundation, Washington, 
IM 
T. D. Lewis, Arden Farms Co., Los Angeles, Calif 
T. Kline Hamilton, Diamond Milk Products Co., Columbus, Ohio 
Paul Reinhold, Foremost Dairies, Jacksonville, Fla 
National Creameries Association 
W. A. Gordon, secretary, National Creameries Association, St. Paul, Minn 
George Paul, president, State Brand Creameries, Inc., Mason City, Iowa 
Guy Steele, Linn, Kans 
American Dry Milk Institute: 
Frank Stone, Land O'Lakes Creameries, Minneapolis, Minn 
R. M. Hadrath, Stillwater, Minn 
L. E. Evans, Challenge Cream and Butter Association, Los Angeles, Calif 
Bb. F. Beach, Adrian, Mich 
lnternational Association of Ice Cream Manufacturers: 
Robert C. Hibben, executive secretary, International Association of Ice 
Cream Manufacturers, Washington, D. C. 
Hugh Hutchinson, Greenbriar Dairy Products Co., Lewisburg, W. Va 
Alfred R. Nielson, Alfar Creamery, West Palm Beach, Fla 
National Ice Cream Mix Association, Inc.: Edward L. Koepenick, executive vice 
president, National Ice Cream Mix Association, Ine., Washizton, D. ¢ 
Butter and Eeg Merchants Association, Inc 
M. A. McCarron, June Dairy Co., New York, N. Y 
Joseph Woglom, Fairmont Foods Co., New York, N. Y. 
National Dairy Council: 
Milton Hult, secretary, National Dairy Council, Chicago, Il] 
Emily Bennett, Central Dairy Council, Louisville, Ky 
National Cheese Institute: 
Kk. W. Gaummitz, executive secretary, National Cheese Institute, Liu 
Chicago, 111 
Pete Frigo, Frigo Brothers Cheese Corp., Iron Mountain, Mich. 
H. M. Connelly, Kraft Foods Co., Nashville, Tenn 
John H. Schenk, Cache Valley Dairy Association, Smithfield, Utah 
National Grange: 
Lloyd Halvorson, economist, National Grange, Washington, D. C. 
James L. Moure, Seligman, Mo 
Henry Sherwood, Pine Plains, N. Y 
Grocery Manufacturers of America, Inc.: W. A. Wentworth, the Borden Co., 
New York. N. Y. 
Evaporated Milk Association : 
Il). M. Dent, vice president, Borden Food Products Co., New York, N. Y. 
P. L. Haymes, manager, United Milk Products Co., Cleveland, Ohio 
R. S. Jones, vice president, Pet Milk Co., St. Louis, Mo. 
National Association of Refrigerated Warehouses: 
W.L. Davis, Booth Cold Storage Co., St. Louis, Mo. 
R. M. Conners, United States Cold Storage Corp., Chicago, Il 
New York Merchantile Exchange: Llewellyn Watts, Jr., president, New York 
Mercantile Exchange, New York, N. Y. 
Chicago Mercantile Exchange: 
L. D. Schreiber, president, L. D. ‘Schreiber & Co., Inc., Chicago, 1. 
Orval H. Ause, vice president, H. C. Christians Co., Chicago, Ill 
Wisconsin Cheese Exchange: 
J. J. Gaffney, manager, vice president, Land O'Lakes Creameries, In 
Plymouth, Wis 
L. G. Butler, president, Lakeshire Marty Co., Plymouth, Wis. 
American Dairy Association : 
C. R. Schoby, president, American Dairy Association, Algona, Iowa 
Merrill Warnick, American Dairy Association, Pleasant Grove, Utah 
National Restaurant Association 
Col. Paul P. Logan, director, Food and Equipment Research, National Res- 
taurant Association, Chicago, I] 
Frank Wiffle, executive secretary, National Restaurant Association, Chicago, 
Ill. 
National Council of Farmer Cooperatives : 
Glen A. Boger, Lehigh Valley Cooperative Farmers, Allentown, Pa. 
W. T. Creighton, Producers Creamery Co., Springfield, Mo 
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American Farm Bureau Federation: 

Kk. W. Tiedeman, director, Dairy Department, American Farm Bureau Fed 

eration, Chicago, Il 

Herbert W. Voorhees, president, New Jersey Farm Bureau, Trenton, N. J 
Agricultural Colleges and Extension Service 

R. K. Froker, dean, College of Agriculture, Madison, Wis 
B. James, head, North Carolina State College of Agriculture, Raleigh, N. C 
I’. DeGraff, professor, Cornell University, Ithaca, N. Y. 
S. T. Coulter, professor, University of Minnesota, University Farm, St. Paul 

I 


i. Gordon, dairy specialist, University of California, Berkeley, Calif 

J. P. LaMaster, head, Clemson Agricultural College, Clemson, S. C. 
Other dairy industry representatives : 

J.M. Hobson, J. M. Hobson Co., Philadelphia, Pa. 

Grover Turnbow, president, International Dairy Company, Oakland, Calif. 

J.D. Gay, manager, Georgia Milk Producers’ Confederation, Atlanta, Ga 

James Stoner, Dairy Producers, Inc., Montgomery, Ala. 

W. H. Austin, Lake Cormorant, Miss. 

\. C, Centanni, Gold Seal Creamery, New Orleans, La. 

James Norgard, manager, Farmers Creamery, Superior, Nebr 

George F. White, Homer, La 

Arthur L. Thelin, Sioux Falls, S. Dak 
American Butter Institute: 

kk. kK. Haskell, vice president, Beatrice Foods Co., Chicago, Il. 

C. C, Mahle, president, Sugar Creek Creamery Co., Danville, 11] 

Mike Hallren, Hallren Poultry & Creamery Co., Fairview, Okla 


Chain Food Stores: 





Dr. Roger B. Corbett, National Association of Food Chains, Washington 
mc 
R. C. Sneed, president, Plymouth Products Co., Diviison of Safeway Stores, 


Ine., Oakland, Calif 
(heese Importers Association: Henry Andreini, vice president, treasurer, 
der Bros., Inc., New York 13, N. Y. 
National Association of Retail Grocers: 
Alvin Lyon, Thomaston, Ga 
Charles Inks, Sacramento, Calif. 
H. H. Davis, George C. Shaw Co., Portland, Maine. 
L. V. Eberhard, Grand Rapids, Mich 


Schroe 


Nore TO Eprrors.—Four additional dairy industry men named to attend the 


April 2-3 Work Conference : 


Russell Fifer, executive secretary ; American Butter Institute, Chicago, Il. 
Bb. W. Fairbanks, director, American Dry Milk Institute, Chicago, 111 

I. kb. Rice, executive secretary, Evaporated Milk Association, Chicago, Ill, 
M. H. Brightman, executive secretary, Dairy Industry Committee, Washington, 


1). ¢ 


Persons INVITED TO DArRY INDUSTRY CONFERENCE NoT NAMED IN PRESS RELEASES 
ISSUED MArcH 12 


124 North 19th Street, Philadelphia, Pa 


Harold Bodtke, American Food Stores, 
Association of America, Ine., 


Martin A. Fromer, counsel, Cheese Importers 
51 Chambers Street, New York 7, N. ¥ 
Robert J. Wilson, National Restaurant Association, 2008 I Street NW., Wash 


ington, D. ¢ 
T. G. Stitts, H. P. 
(. W. Holman, secretary, 


NW... Washington, D.C 
Howard Carpenter, president, Dairy Cooperative Institute, 103 North Main Street, 


Hood & Sons, 500 Rutherford Avenue, Boston, Mass. 
National Milk Producers Federation, 1731 I Street 


Shawano, Wis 

Alfred Sperber, CPA, 450 Seventh Avenue, New York, N. Y 

William ©. Perdue, general manager, Pure Milk Products Cooperative, 18 West 
First Street, Fond du Lac, Wis 

Otie M. Reed, National Creameries Association, 524 Wyatt Building, Washing 
ton, DC 

George Pfeiffer, general manager, North 
Building, St. Paul, Minn 


ll 


\. B. Efroymson, president, National Terminals Corp., Cleveland 13, Ohio 


Star Dairy Cooperative, 625 New York 
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UNITED StaAtTes DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, March 24, 1958 


IMPORTS OF DRIED MILK TO END APRIL 1 


An embargo on imports of dried whole milk, dried buttermilk, and dried cream, 
effective April 1, 1953, was announced today by the United States Department 
of Agriculture. 

The action, which denies entry to shipments of these products except for 
quantities already in transit before that date against unused authorizations, was 
taken under section 104 of the Defense Production Act of 1950, as amended 
This provision requires the Secretary of Agriculture to limit imports of specified 
commodities and products to such quantities as will not impair domestic pro 
duction, interfere with orderly storing or marketing, or result in unnecessary 
burdens or expenditures under any price-support program 

Department officials pointed out that the Commodity Credit Corporation is 
continuing to acquire large stocks of butter, cheddar cheese, and nonfat dry milk 
solids under the price-support program for milk and butterfat. As of March 17, 
1953, purchases under this program during the current dairy year (April 1, 1952- 
March 81, 1953) totaled 116 million pounds of butter, 58 million pounds of ched 
dar cheese, and 166 million pounds of nonfat dry milk solids. Since imports of 
dried whole milk, dried buttermilk, and dried cream tend to displace domestically 
produced milk and butterfat, further imports of these products would tend to 
divert additional supplies of fluid milk to the dairy products currently being 
purchased under the price-support program, and would result in the need for 
increased acquisitions by CCC 

The embargo on imports of dried whole milk, dried buttermilk, and dried creain 
replaces import-quota controls that have been in effect since December 30, 1952 
These quotas, which terminate on March 81, 1953, permitted entry under De 
partment authorization of 6.5 million pounds of dried whole milk, 2.15 million 
pounds of dried buttermilk, and 35,000 pounds of dried cream. All authoriza 
tions issued during the first quarter of 1953 that are unused on March 31 will 
expire on that date except for authorizations which will be issued by the Depart- 
ment to cover shipments already in transit. (“In transit” is defined as covering a 
commodity either already afloat, for which an on-board ocean bill of lading has 
actually been issued, or which has actually been delivered to and accepted by a 
rail, truck, or air carrier, for transportation to a point within the United States. ) 

The changes in import controls are contained in a revision of Defense Order 
3 which is being published in the Federal Register. Existing controls on other 
commodities and products*remain unchanged. These include embargoes on 
nonfat dry milk solids, butter, high-fat malted milk compounds, flaxseed, linseed 
oil, peanuts, peanut oil, and rice: individually licensed imports of brewer's rice 
and import quotas on cheddar cheese, Edam and Gouda cheese, Italian cow's 
milk cheese, blue-mold cheese, and varieties of cheese processed from cheddar 
and blue-mold. 





